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MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Accounting  Officer's  Responsibilities  and  Approval 


The  accounting  officer  is  required  by  the  Municipal  Finance  Management  Act  (Act  56  of  2003),  to  n 
records  and  is  responsible  for  the  content  and  integrity  of  the  annual  financial  statements  and  relat 
included  in  this  report.  It  is  the  responsibility  of  the  accounting  officer  to  ensure  that  the  annual  fina 
present  the  state  of  affairs  of  the  municipality  as  at  the  end  of  the  financial  year  and  the  results  of  i 
for  the  period  then  ended.  The  external  auditors  are  engaged  to  express  an  independent  opinion  o 
statements  and  was  given  unrestricted  access  to  all  financial  records  and  related  data. 

The  annual  financial  statements  have  been  prepared  in  accordance  with  Standards  of  Generally  R 
Practice  (GRAP)  including  any  interpretations,  guidelines  and  directives  issued  by  the  Accounting  : 

The  annual  financial  statements  are  based  upon  appropriate  accounting  policies  consistently  appli^ 
reasonable  and  prudent  judgements  and  estimates. 

The  accounting  officer  acknowledges  that  he  is  ultimately  responsible  for  the  system  of  internal  fin< 
the  municipality  and  place  considerable  importance  on  maintaining  a strong  control  environment.  T 
officer  to  meet  these  responsibilities,  the  accounting  officer  sets  standards  for  internal  control  aime 
or  deficit  In  a cost  effective  manner.  The  standards  include  the  proper  delegation  of  responsibilities 
framework,  effective  accounting  procedures  and  adequate  segregation  of  duties  to  ensure  an  acce 
controls  are  monitored  throughout  the  municipality  and  all  employees  are  required  to  maintain  the  i 
ensuring  the  municipality’s  business  is  conducted  in  a manner  that  in  all  reasonable  circumstances 
focus  of  risk  management  in  the  municipality  is  on  identifying,  assessing,  managing  and  monitorinc 
across  the  municipality.  While  operating  risk  cannot  be  fully  eliminated,  the  municipality  endeavour 
that  appropriate  infrastructure,  controls,  systems  and  ethical  behaviour  are  applied  and  managed  v 
procedures  and  constraints. 

The  accounting  officer  is  of  the  opinion,  based  on  the  information  and  explanations  given  by  mana< 
internal  control  provides  reasonable  assurance  that  the  financial  records  may  be  relied  on  for  the  p 
financial  statements.  However,  any  system  of  internal  financial  control  can  provide  only  reasonable 
assurance  against  material  misstatement  or  deficit. 

The  accounting  officer  has  reviewed  the  municipality’s  cash  flow  forecast  for  the  year  to  30  June  2( 
review  and  the  current  financial  position,  he  is  satisfied  that  the  munidpality  has  or  has  access  to  a 
continue  in  operational  existence  for  the  foreseeable  future. 

The  municipality  is  wholly  dependent  on  the  government  for  continued  funding  of  operations.  The  a 
are  prepared  on  the  basis  that  the  municipality  is  a going  concern  and  that  the  government  has  nei 
need  to  liquidate  or  curtail  materially  the  scale  of  the  municipality. 

Although  the  accounting  officer  are  primarily  responsible  for  the  financial  affairs  of  the  municipality, 
municipality’s  external  auditors. 

The  external  auditors  are  responsible  for  independently  reviewing  and  reporting  on  the  municipality 
statements.  The  annual  financial  statements  have  been  examined  by  the  municipality’s  external  au 
presented  on  page  8. 

The  annual  financial  statements  set  out  on  pages  8 to  54,  which  have  been  prepared  on  the  going 
approved  by  the  accounting  officer  on  31  August  2013  and  were  signed  on  its  behalf  by: 


I.P  Mutshinyali 
Municipal  Manager 


MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Statement  of  Financial  Position  as  at  30  June  2013 

Figures  in  Rand 

Note 

2013 

2012 

Assets 

Current  Assets 

Inventories 

2 

6,303,292 

4,071,507 

Receivables  from  exchange  transactions 

3 

1,519,673 

50,003 

Receivables  from  non-exchange  transactions 

4 

32,343,081 

18,566,239 

Prepayments 

5 

- 

66,171 

Consumer  debtors 

6 

55,987.137 

53,258,212 

Cash  and  cash  equivalents 

7 

9,711,042 

15,198 

105,864,225 

76,027,330 

Non-Current  Assets 

Investment  property 

8 

52,491,463 

52,491,463 

Property,  plant  and  equipment 

9 

1,772,567,781 

1,798,305,523 

Intangible  assets 

10 

13,926 

20,907 

Total  Assets 

1,825,073,170 

1,930,937,395 

1,850,817,893 

1,926,845,223 

Liabilities 

Current  Liabilities 

Borro\wings 

11 

2,020,668 

1,807,413 

Finance  lease  liability 

12 

3,373,337 

2,873,932 

Operating  lease  liability 

13 

21,400 

22,967 

Payables  from  exchange  transactions 

14 

109,235,438 

70,766,571 

VAT  payable 

15 

4,008,815 

10,954,652 

Current  portion  of  unspent  conditional  grants  and  receipts 

16 

42,149,361 

36,130,084 

Provisions 

17 

16,279,944 

11,385,093 

Consumer  deposits 

18 

11,167,885 

10,087,699 

Deferred  income 

19 

48,296 

1,037 

Bank  overdraft 

7 

- 

5,408,759 

188,305,144 

149,438,207 

Non-Current  Liabilities 


Borrowings 

Finance  lease  liability 

Retirement  benefit  obligation 

Provisions 

11 

12 

20 

17 

7,126,549 

17,656,286 

13,980,348 

5,964,393 

10,245,861 

21,029,841 

12,231,850 

5,497,139 

44,727,576 

49,004,691 

Total  Liabilities 

233,032,720 

198,442,898 

Net  Assets 

1,697,904,675  1,728,402,325 

Reserves 

Revaluation  reserve 

Accumulated  surplus 

21 

1,101,246,127  1,101,246,128 
596,658,548  627,156,197 

Total  Net  Assets 

1,697,904,675  1,728,402,325 

MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Statement  of  Financial  Performance 

Figures  in  Rand 

Revenue 

Service  charges 

Rental  of  facilities  and  equipment 
Interest  earned-outstanding  receivables 
Licences  and  permits 
Other  income 

Interest  earned  - external  investment 
Property  rates 

Government  grants  & subsidies 
Fines 

Total  revenue 

Expenditure 

Personnel 

Remuneration  of  councillors 

Depreciation  and  amortisation 

Impairment  loss/  Reversal  of  impairments 

Finance  costs 

Debt  impairment 

Repairs  and  maintenance 

Bulk  purchases 

General  Expenses 

Total  expenditure 

Deficit  for  the  year 


Note 


2013 


2012 


24 

211,360,159 

222,324,610 

162,944 

357,495 

32 

16,356,985 

16,694,669 

12,197,122 

11,649,354 

8.251,773 

11,552,116 

33 

1,339,096 

1,495.277 

23 

28,090,803 

26,433,850 

25 

310,533,726 

254,267,868 

2,618,528 

1,703,645 

590,911,136 

546,478,884 

27 

(196,668,008) 

(171,974,241) 

28 

(18,470,236) 

(16,799,647) 

34 

(112,129,281) 

(123,095,071) 

(292,541) 

(54,814,951) 

35 

(5,240,364) 

(5,639,961) 

29 

(27,934,403) 

(40,022,325) 

30 

(14,637,011) 

(19,993,650) 

37 

(156,610,984) 

(141,762,394) 

26 

(88,177,185) 

(108,763,200) 

(620,160,013) 

(682,865,440) 

(29,248,877)  (136,386,556) 
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MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Statement  of  Changes  in  Net  Assets 


Figures  in  Rand 

Balance  at  01  July  2011 

Changes  in  net  assets 
Surplus  for  the  year 
Changes  in  revaluation  surplus 

Total  changes 

Balance  at  01  July  2012 

Changes  in  net  assets 
Surplus  for  the  year 

Total  changes 

Balance  at  30  June  2013 

Note 


Revaluation  I Accumulated  Total  net 
reserve  j surplus  assets 

655,325,337  763,542,753  1,418,868,090 

(136,386,556)  (136,386,556) 
445,920,791  I - 445,920,791 

445,920,791 1 (136,386,556)  309,534,235 

1,101,246,128  625,907,425  1,727,153,553 

-i  (29,248,877)  (29,248,877) 

(29,248,877)  (29,248,877) 

1,101,246,127  596,658,548  1,697,904,675 
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Cash  Flow  Statement 

Figures  in  Rand  


Cash  flows  from  operating  activities 

Receipts 

Property  rates 
Service  charges 
Grants 

Interest  income 
Other  income 


Payments 

Employee  costs 
Remuneration  of  council 
Finance  costs 
Payment  to  suppliers 
Other  cash  item 


Net  cash  flows  from  operating  activities 

Cash  flows  from  investing  activities 

Purchase  of  property,  plant  and  equipment 
Proceeds  from  sale  of  property,  plant  and  equipment 

Net  cash  flows  from  investing  activities 

Cash  flows  from  financing  activities 

Repayment  of  borrowings 
Movement  in  deferred  income 

Movement  in  loans  to  directors,  managers  and  employees 
Finance  lease  payments 
Distributions  to  owners 

Net  cash  flows  from  financing  activities 

Net  increase/(decrease)  in  cash  and  cash  equivaients 

Cash  and  cash  equivalents  at  the  beginning  of  the  year 

Cash  and  cash  equivalents  at  the  end  of  the  year 


2013  2012 


28,090,803 

211,360,159 

304,514,449 

1,339,096 

23,230,367 

34,836,428 

231,140,375 

266,018,314 

1,495,277 

53,667,045 

568,534,874 

587,157,439 

(196,668,008) 

(18,470,236) 

(5,240,364) 

(259,425,150) 

17,679,263 

(171,351,295) 

(16,799,647) 

(441,868) 

(141,258,130) 

(177,934,312) 

(462,124,495) 

(507,785,252) 

106,410,379 

79,372,187 

(86,653,014) 

(70,424,240) 

12,485,285 

(86,653,014) 

(57,938,955) 

(2,906,057) 

47,259 

(2,874,150) 

1,080,186 

(2,624,900) 

1,037 

31,462 

(22,879,399) 

1,101,291 

(4,652,762) 

(24,370,509) 

15,104,603 

(5,393,561) 

(2,937,277) 

(2,456,284) 

9,711,042 

(5,393,561) 
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MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Accounting  Policies  


1 . Basis  of  preparation 

These  annual  financial  statements  were  prepared  in  accordance  with  Standards  of  Generally  R«|cognised  Accounting  Practice 
(GRAP),  issued  by  the  Accounting  Standards  Board  in  accordance  with  Section  122(3)  of  the  M )nicipal  Finance  Management 
Act,  (Act  No  56  of  2003). 

The  annual  financial  statements  were  prepared  on  the  accrual  basis  of  accounting  and  incorpor  ate  the  historical  cost 
conventions  as  the  basis  of  measurement,  except  where  specified  othenwise. 

Assets,  liabilities,  revenues  and  expenses  were  not  offset,  except  where  offsetting  is  either  requjred  or  permitted  by  a Standard 
of  GRAP. 

The  principal  accounting  policies,  applied  in  the  preparation  of  these  annual  financial  statement^,  are  set  out  below.  These 
accounting  policies  are  consistent  with  those  applied  in  the  preparation  of  the  prior  year  annual  financial  statements,  unless 
specified  otherwise. 

1.1  Presentation  of  currency 

These  annual  financial  statements  are  presented  in  South  African  Rand. 

1.2  Going  concern  assumption 

These  annual  financial  statements  were  prepared  based  on  the  expectation  that  the  municipality  will  continue  to  operate  as  a 
going  concern  for  at  least  the  next  12  months. 

1.3  Comparative  figures 
Current  year  comparatives  (Budget) 

Budget  information  in  accordance  with  GRAP  1 and  24,  has  been  provided  in  a separate  discloiyure  note  to  these  annual 
financial  statements. 

Prior  year  comparatives 

When  the  presentation  or  classification  of  items  in  the  annual  financial  statements  is  amended,  prior  period  comparative 
amounts  are  also  reclassified  and  restated,  unless  such  comparative  reclassification  and  / or  restatement  is  not  required  by  a 
Standard  of  GRAP.  The  nature  and  reason  for  such  reclassifications  and  restatements  are  alsoidisclosed. 

Where  material  accounting  errors,  which  relate  to  prior  periods,  have  been  identified  in  the  curr&nt  year,  the  correction  is  made 
retrospectively  as  far  as  is  practicable  and  the  prior  year  comparatives  are  restated  accordingly;  Where  there  has  been  a 
change  in  accounting  policy  in  the  current  year,  the  adjustment  is  made  retrospectively  as  far  a 5 is  practicable  and  the  prior 
year  comparatives  are  restated  accordingly. 


The  presentation  and  classification  of  items  in  the  current  year  is  consistent  with  prior  periods. 

The  nature  and  reasons  for  the  reclassification  and  restatement  are  disclosed  in  note  41  correction  of  prior  period  error  to  the 
Financial  Statements. 


MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Accounting  Policies  


1 .4  STANDARDS,  AMENDMENTS  TO  STANDARDS  AND  INTERPRETATIONS  ISSUED  BUT  NOT  YET  EFFECTIVE 


The  following  Standards  of  GRAP  and  / or  amendments  thereto  have  been  issued  by  the  Accoup 
only  become  effective  in  future  periods  or  have  not  been  given  an  effective  date  by  the  Minister 
early-adopted  any  of  these  new  Standards  or  amendments  thereto,  but  has  referred  to  them  for 
accounting  policies  in  accordance  with  GRAP  3 as  read  with  Directive  5. 


iting  Standards  Board,  but  will 
bf  Finance.  The  entity  has  not 
guidance  in  the  development  of 


The  following  GRAP  standards  have  been  issued  but  will  only  be  effective  at  a later  date  |ind  have  not  been  early 
adopted  by  the  municipality: 

GRAP  21  Impairment  of  non-cash-generating  assets 
GRAP  23  Revenue  from  non-exchange  transactions 
GRAP  25  Employee  Benefits 
GRAP  26  Impairment  of  cash-generating  assets 
GRAP  103  Heritage  Assets 
GRAP  104  Financial  Instruments 


Standards  of  GRAP  that  may  be  used  to  interpret  the  requirements  of  other  Standards  of 

GRAP  24  Presentation  of  Budget  Information  in  Financial  Statements 


GRAP: 


The  impact  of  GRAP  standards  issued  but  not  yet  effective  on  the  financial  statements  o|  Makhado  Local  Municipality 
in  the  future  are  as  follows: 


GRAP  18  This  does  not  deal  with  the  accounting  treatment  of  any  particular  transaction  of  ev^|i 
arrangement  of  information  already  presented  and  disclosed.  The  impact  on  the  municipality’s 
minimal. 


nts  but  merely  with  the  re- 
iRnancial  statements  would  be 


GRAP  20  Councillors,  committee  members  and  close  members  of  family  will  be  disclosed  as  n 
and/or  client  relationship  at  arm's  length  and  within  normal  operating  parameters  will  not  have 


slated  parties.  Normal  suppliers 
t)  be  seperately  disclosed. 


GRAP  21  Assessment  at  every  reporting  date  whether  there  are  indicators  that  any  assets  havfe 
measurement  of  impairment  losses  and  reversal  of  impairment  losses.  The  impact  of  this  Stan(|l 
reasonably  estimable. 


been  impaired,  the 
ard  is  not  at  this  stage 


jctions,  specifically  taxes  and 
measurement  of  transfers 


GRAP  23  "The  method  or  recognition  and  measurement  of  revenue  from  non-exchange  trans^ 
transfers.  The  municipality  does  not  have  taxes  and  the  accounting  policy  for  the  disclosure  anp 
implemented  currently  by  the  municipality  already  adheres  to  these  requirements: 

- Revenue  is  recognized  to  the  extent  that  conditions  have  been  met; 

- A liability  is  recognized  to  the  extent  that  the  present  conditions  have  not  yet  been  met. 

- An  asset  acquired  through  a non-exchange  transaction  is  initially  measured  at  its  fair  value  ^s  at  the  date  of  acquisition." 


GRAP  24  A comparison  of  budget  and  actual  amounts  as  additional  budget  columns  in  the  pri 
disclosure  note  on  the  explanations  of  changes  between  the  approved  and  final  budget  is  requ 
municipality’s  financial  statements  would  be  minimal. 


[nary  financial  statements  and  a 
red.  The  impact  on  the 


GRAP  25  "The  Standard  on  Employee  Benefits  will  have  no  material  impact  on  the  financial  stal 
the  municipality  is  adhering  to  IAS  19  and  there  is  no  material  changes  from  IAS19  to  GRAP25j| 
municipality." 


itements  of  the  municipality  as 
that  is  affecting  this 


I have 


GRAP  26  Assessment  at  every  reporting  date  whether  there  are  indicators  that  any  assets 
measurement  of  impairment  losses  and  reversal  of  impairment  losses.  This  Standard  will  be 
and  the  impact  of  this  Standard  would  be  minimal  at  this  stage  as  the  abattoir  is  currently  unde|'( 


api 


been  impaired,  the 
plicable  to  the  Abattoir  assets 
■going  an  upgrade. 


GRAP  103  This  Standard  will  have  no  impact  on  the  municipality  as  the  municipality  currently  l|as  no  heritage  assets 


GRAP  104  "The  Standard  on  financial  instruments  will  have  no  material  impact  on  the  financia 
as  the  municipality  is  adhering  to  IAS32  and  IAS39  and  the  changes  from  IAS32  and  IAS39  to 
this  municipality." 


statements  of  the  municipality 
|GRAP104  is  not  applicable  to 


The  municipality  shall  apply  these  Standards  of  GFtAP  for  annual  financial  statements  covering 
date  to  be  determined  by  the  Minister  of  Finance  in  a regulation  to  be  published  in  accordance] 
Public  Finance  Management  Act,  Act  No.  1 of  1999,  as  amended. 


periods  beginning  on  or  after  a 
Iwith  section  91(1)  (b)  of  the 
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1 .5  Significant  judgements  and  sources  of  estimation  uncertainty 

The  use  of  judgment,  estimates  and  assumptions  is  inherent  to  the  process  of  preparing  annu 
judgements,  estimates  and  assumptions  affect  the  amounts  presented  in  the  annual  financial  5 
these  estimates  and  assumptions  could  result  in  outcomes  that  require  a material  adjustment  t 
relevant  asset  or  liability  in  future  periods. 

Judgements 

In  the  process  of  applying  these  accounting  policies,  management  has  made  the  following  judc 
significant  effect  on  the  amounts  recognised  in  the  financial  statements. 

Estimates 

Estimates  are  informed  by  historical  experience,  information  currently  available  to  managemer 
that  are  believed  to  be  reasonable  under  the  circumstances.  These  estimates  are  reviewed  on 
estimates  that  are  not  due  to  errors  are  processed  in  the  period  of  the  review  and  applied  prosi 

In  the  process  of  applying  the  municipality's  accounting  policies  the  following  estimates,  were  r 

Trade  and  other  receivables 

Trade  and  other  receivables  are  initially  recognised  at  fair  value  plus  transaction  costs  that  are 
acquisition  and  subsequently  stated  at  amortised  cost,  less  provision  for  impairment.  All  trade ; 
assessed  at  least  annually  for  possible  impairment.  Impairments  of  trade  and  other  receivable: 
with  the  accounting  policy  for  impairments.  Impairment  adjustments  are  made  through  the  use 

Bad  debts  are  written  off  in  the  year  in  which  they  are  identified  as  irrecoverable.  Amounts  rec 
the  reporting  date  are  classified  as  current.  Interest  is  charged  on  overdue  accounts. 

Fair  value  determination  of  properties(excluding  heritage  assets) 

In  determining  the  fair  value  of  investment  property  (and  / or  property,  plant  and  equipment ) th 
methodology  to  determine  the  fair  value  of  the  properties  based  on  any  one  of,  or  a combinatio 

- The  market  related  selling  price  of  the  property;  or 

- The  market  related  rental  that  can  be  earned  for  the  property;  or 

- The  market  related  selling  price  of  similar  properties  in  the  area;  or 

- The  rentals  currently  or  previously  earned  by  the  property. 

Impairment  testing 

The  recoverable  amounts  of  cash-generating  units  and  individual  assets  have  been  determiner 
in-use  calculations  and  fair  values  less  costs  to  sell.  These  calculations  require  the  use  of  estir 
reasonably  possible  that  the  [name  a key  assumption]  assumption  may  change  which  may  the 
may  then  require  a material  adjustment  to  the  carrying  value  of  goodwill  and  tangible  assets. 

The  municipality  reviews  and  tests  the  carrying  value  of  assets  when  events  or  changes  in  circ 
carrying  amount  may  not  be  recoverable.  In  addition,  goodwill  is  tested  on  an  annual  basis  for 
at  the  lowest  level  for  which  identifiable  cash  flows  are  largely  independent  of  cash  flows  of  oth 
are  indications  that  impairment  may  have  occurred,  estimates  are  prepared  of  expected  future 
assets.  Expected  future  cash  flows  used  to  determine  the  value  in  use  of  goodwill  and  tangible 
and  could  materially  change  over  time.  They  are  significantly  affected  by  a number  of  factors  ir 
variables,  i.e.  production  estimates,  supply  demand],  together  with  economic  factors  such  as  li; 
exchange  rates  inflation  interest. 


MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Accounting  Policies 


1 .5  Significant  judgements  and  sources  of  estimation  uncertainty  (continued) 

Other  provisions 

Provisions  are  measured  as  the  present  value  of  the  estimated  future  outflows  required  to  settf 
of  determining  the  best  estimate  of  the  amounts  that  will  be  required  in  future  to  settle  the  provi 
weighted  average  probability  of  the  potential  outcomes  of  the  provisions  raised.  This  measuren 
different  potential  outcomes  are  for  a provision  as  well  as  the  financial  impact  of  each  of  those 
Management  then  assigns  a weighting  factor  to  each  of  these  outcomes  based  on  the  probabil 
materialise  in  future.  The  factor  is  then  applied  to  each  of  the  potential  outcomes  and  the  factoi 
together  to  arrive  at  the  weighted  average  value  of  the  provisions. 

Provisions  were  raised  and  management  determined  an  estimate  based  on  the  information  avc 
these  estimates  of  provisions  are  included  in  note  17  - Provisions. 

Post  retirement  benefits 

Post-employment  benefits  offered  by  the  entity  take  the  form  of  defined  benefit  plans.  The  cost 
plans,  other  post  employment  medical  benefits,  and  the  present  value  of  the  pension  obligation 
valuations.  An  actuarial  valuation  involves  making  various  assumptions.  These  include  the  dete 
future  salary  increases,  mortality  rates  and  future  pension  increases.  Due  to  the  complexity  oft 
assumptions  and  its  long-term  nature,  a defined  benefit  obligation  is  highly  sensitive  to  changei 
assumptions  are  reviewed  at  each  reporting  date. 

Other  key  assumptions  for  pension  obligations  are  based  on  current  market  conditions.  Additioi 
Note  20 

Effective  interest  rate 

The  municipality  used  the  prime  interest  rate  to  discount  future  cash  flows. 

Allowance  for  doubtful  debts 

The  measurement  of  receivables  is  derived  after  consideration  of  the  allowance  for  doubtful  del 
assumptions  regarding  the  categorisation  of  debtors  into  groups  with  similar  risk  profiles  so  that 
a group  of  receivables  would  not  differ  materially  from  the  impairment  that  would  have  been  det 
assessed  for  impairment  on  an  individual  basis.  The  determination  of  this  allowance  is  predispo 
estimates,  assumptions  and  management  judgements.  In  determining  this  allowance  the  estims 
probability  of  recovery  of  the  debtors  based  on  their  past  payment  history  and  risk  profile. 

Provision  for  rehabilitation  of  landfill  site 

The  entity  has  an  obligation  to  rehabilitate  its  landfill  sites  in  terms  of  its  license  stipulations.  Prc 
obligation  based  on  the  size  / extent  of  the  land  to  be  rehabilitated,  the  rehabilitation  cost  per  sq 
per  square  meter,  and  the  rehabilitation  period.  Current  costs  are  projected  using  the  average  r; 
remaining  period  until  rehabilitation,  and  then  discounted  to  their  present  value  at  8.5%,  repress 

Depreciation  and  amortisation 

Depreciation  and  amortisation  recognised  on  property,  plant  and  equipment  and  intangible  asse 
reference  to  the  useful  lives  and  residual  values  of  the  underlying  items.  The  useful  lives  and  re; 
based  on  management’s  estimation  of  the  asset's  condition,  expected  condition  at  the  end  of  thi 
expected  future  use  and  the  entity’s  expectations  about  the  availability  of  finance  to  replace  the 
life.  In  evaluating  the  how  the  condition  and  use  of  the  asset  informs  the  useful  life  and  residual 
the  impact  of  technology  and  minimum  service  requirements  of  the  assets. 

Heritage  assets 

Heritage  assets,  which  are  culturally  significant  resources  and  which  are  shown  at  cost,  are  not  i 
uncertainty  regarding  their  estimated  useful  lives.  The  valuation  of  heritage  assets  is  dependent 
the  availability  of  reliable  information.  Management  makes  estimates  and  assumptions  about  fac 
cost,  replacement  cost  and  cash  flow  generating  ability  in  estimating  fair  value. 


14 


MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 
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1.6  Investment  property  (continued) 
Cost  model 


Investment  property  is  carried  at  cost  less  accumulated  depreciation  and  any  accumulated  imp^ 

Depreciation  is  provided  to  write  down  the  cost,  less  estimated  residual  value  by  equal  installm 
property,  which  is  as  follows: 


irment  losses. 

fents  over  the  useful  life  of  the 


Item 

Property  - land 
Land  other 


Useful  life 

indefinite 
50  years 


Investment  property  is  derecognised  on  disposal  or  when  the  investment  property  is  permanenl 
future  economic  benefits  or  service  potential  are  expected  from  its  disposal. 


Gains  or  losses  arising  from  the  retirement  or  disposal  of  investment  property  is  the  difference 
proceeds  and  the  carrying  amount  of  the  asset  and  is  recognised  in  surplus  or  deficit  in  the  per] 

Compensation  from  third  parties  for  investment  property  that  was  impaired,  lost  or  given  up  is  r 
when  the  compensation  becomes  receivable. 

1.7  Property,  plant  and  equipment 


I letween  the  net  disposal 
3d  of  retirement  or  disposal. 

(^cognised  in  surplus  or  deficit 


Property,  plant  and  equipment  are  tangible  non-current  assets  (including  infrastructure  assets) ,, 
production  or  supply  of  goods  or  services,  rental  to  others,  or  for  administrative  purposes  and  a 
more  than  one  period.  ’ 


hat  are  held  for  use  in  the 
re  expected  to  be  used  during 


The  cost  of  an  item  of  property,  plant  and  equipment  is  recognised  as  an  asset  when: 

• it  IS  probable  that  future  economic  benefits  or  service  potential  associated  with  the  itdki  will  flow  to  the 
municipality;  and 

• the  cost  of  the  item  can  be  measured  reliably. 

Property,  plant  and  equipment  is  initially  measured  at  cost. 


The  cost  of  an  item  of  property,  plant  and  equipment  is  the  purchase  price  and  other  costs  attribi 
location  and  condition  necessary  for  it  to  be  capable  of  operating  in  the  manner  intended  by  ma 
rebates  are  deducted  in  arriving  at  the  cost. 


Where  an  asset  is  acquired  through  a non-exchange  transaction,  its  cost  is  its  fair  value  as  at  dlte  of  acquisition 


Where  an  item  of  property,  plant  and  equipment  is  acquired  in  exchange  for  a non-monetary  as 
combination  of  monetary  and  non-monetary  assets,  the  asset  acquired  is  initially  measured  at  f 
acquired  item's  fair  value  was  not  determinable,  it's  deemed  cost  is  the  carrying  amount  of  the 

When  significant  components  of  an  item  of  property,  plant  and  equipment  have  different  useful  I 
separate  items  (major  components)  of  property,  plant  and  equipment. 


Costs  include  costs  incurred  initially  to  acquire  or  construct  an  item  of  property,  plant  and  equip 
subsequently  to  add  to,  replace  part  of,  or  service  it.  If  a replacement  cost  is  recognised  in  the 
property,  plant  and  equipment,  the  carrying  amount  of  the  replaced  part  is  derecognised. 


c* 


The  mitial  estimate  of  the  costs  of  dismantling  and  removing  the  item  and  restoring  the  site  on  w 
included  in  the  cost  of  property,  plant  and  equipment,  where  the  entity  is  obligated  to  incur  such  i 
obligation  arises  as  a result  of  acquiring  the  asset  or  using  it  for  purposes  other  than  the  product 


Recognition  of  costs  in  the  carrying  amount  of  an  item  of  property,  plant  and  equipment  ceases  v 
and  condition  necessary  for  it  to  be  capable  of  operating  in  the  manner  intended  by  managemen] 

Major  spare  parts  and  stand  by  equipment  which  are  expected  to  be  used  for  more  than  one  pen 
plant  and  equipment.  In  addition,  spare  parts  and  stand  by  equipment  which  can  only  be  used  in 
property,  plant  and  equipment  are  accounted  for  as  property,  plant  and  equipment. 


y withdrawn  from  use  and  no 


utable  to  bring  the  asset  to  the 
1 [lagement.  Trade  discounts  and 


iet 


or  monetary  assets,  or  a 
|r  value  (the  cost).  If  the 
aBset(s)  given  up. 


ves,  they  are  accounted  for  as 


rfent  and  costs  incurred 
irrying  amount  of  an  item  of 


’ rich  it  is  located  is  also 
expenditure,  and  where  the 
on  of  inventories. 


when  the  item  is  in  the  location 


jpd  are  included  in  property, 
connection  with  an  item  of 
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1 .7  Property,  plant  and  equipment  (continued) 

Major  inspection  costs  which  are  a condition  of  continuing  use  of  an  item  of  property,  plant  and  i 
recognition  criteri^a  above  are  included  as  a replacement  in  the  cost  of  the  item  of  property  plai  i 
inspection  costs  from  the  previous  inspection  are  derecognised. 


Property,  plant  and  equipment  is  carried  at  cost  less  accumulated  depreciation  and  any  impairiient  losses. 


Property,  plant  and  equipment  is  carried  at  cost  less  accumulated  depreciation  and  any  impairrh 
buildings  which  is  carried  at  revalued  amount  being  the  fair  value  at  the  date  of  revaluation  less 
depreciation  and  subsequent  accumulated  impairment  losses. 

Property,  plant  and  equipment  is  carried  at  revalued  amount,  being  the  fair  value  at  the  date  of 
accumulated  depreciation  and  subsequent  accumulated  impairment  losses. 


equipment  and  which  meet  the 
it  and  equipment.  Any  remaining 


Revaluations  are  made  with  sufficient  regularity  such  that  the  carrying  amount  does  not  differ  rjl 
be  determined  using  fair  value  at  the  end  of  the  reporting  period. 


bterially  from  that  which  would 


When  an  item  of  property,  plant  and  equipment  is  revalued,  any  accumulated  depreciation  at  th 
restated  proportionately  with  the  change  in  the  gross  carrying  amount  of  the  asset  so  that  the  c<l 
revaluation  equals  its  revalued  amount.  ^ 


p date  of  the  revaluation  is 
rrying  amount  of  the  asset  after 


When  an  item  of  property,  plant  and  equipment  is  revalued,  any  accumulated  depreciation  at  thfe 
eliminated  against  the  gross  carrying  amount  of  the  asset  and  the  net  amount  restated  to  the  re 


date  of  the  revaluation  is 
il/alued  amount  of  the  asset. 


Any  increase  in  an  asset’s  carrying  amount,  as  a result  of  a revaluation,  is  credited  directly  to  a 
increase  is  recognised  in  surplus  or  deficit  to  the  extent  that  it  reverses  a revaluation  decrease 
recognised  in  surplus  or  deficit. 


■evaluation  surplus.  The 
df  the  same  asset  previously 


Any  decrease  in  an  assefs  carrying  amount,  as  a result  of  a revaluation,  is  recognised  in  surplus 
inspect  SS'as?Jt^  ‘^  ^ ^ revaluation  surplus  to  the  extent  of  any  credit  balance  exisf 

The  revaluation  surplus  in  equity  related  to  a specific  item  of  property,  plant  and  equipment  is  tn 
earnings  when  the  asset  is  derecognised.  ^ ^ 

The  revaluation  surplus  in  equity  related  to  a specific  item  of  property,  plant  and  equipment  is  trai 

^^ed.  The  amount  transferred  is  equal  to  the  difference  between  deprel 
carrying  amount  and  depreciation  based  on  the  original  cost  of  the  asset.  ^ ^ 

reSuS'vSue*  ®''®  depreciated  on  the  straight  line  basis  over  their  expected  use 


or  deficit  in  the  current  period, 
jng  in  the  revaluation  surplus  in 

nsferred  directly  to  retained 


[nsferred  directly  to  retained 
lation  based  on  the  revalued 


tul  lives  to  their  estimated 


Property,  plant  and  equipment  is  carried  at  cost  less  accumulated  depreciation  and  any  impairm. 


J ® revalued  amount,  being  the  fair  value  at  the  date  of  re 

^urhThof  hf  Pf arid  subsequent  accumulated  impairment  losses.  Revaluations  are  m4( 
repiJrtinJ  JSS  materially  from  that  which  would  be  determined  us| 


irLTcIT ® amount,  as  a result  of  a revaluation,  is  credited  directly  to  a n 

“ed  **  ® ° 


Thl  ® f ® ® revaluation,  is  recognised  in  surplus! 

If  that  S ^''®  ®^®"‘  of  aoy  credit  balance  existing  in  the  ^ 


ent  losses  except  for  land  and 
any  subsequent  accumulated 


evaluation  less  any  subsequent 


lent  losses. 


■evaluation  less  any  subsequent 
ade  with  sufficient  regularity 
ig  fair  value  at  the  end  of  the 


■evaluation  surplus.  The 
I the  same  asset  previously 


or  deficit  in  the  current  period, 
rtevaluation  surplus  in  respect 


The  useful  lives  of  items  of  property,  plant  and  equipment  have  been  assessed  as  follows: 


Item 

Buildings 

Vehicles 


Average  useful  life 

30  years 
5-7  years 
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1 .7  Property,  plant  and  equipment  (continued) 

Furniture  and  fittings 
Office  equipment 

• Air  Conditioners 

• Office  Machines 

• Computer  hardware 
Infrastructure 

• Roads 

• Pedestrian  malls 

• Electricity 

• Water 

• Sewerage 

• Security  measures 
Community 

• Buildings  and  other  assets 

• Recreational  facilities 
Watercraft 

Emergency  equipment 
Plant  and  equipment 
Landfill  sites 
Other  assets 

• Bins  and  containers 

• Buildings 


7-1 0 years 

5-7  years 
3-5  years 
5 years 

1 0-30  years 
20  years 
20-30  years 
15-20  years 
1 5-20  years 
3-5  years 

30  years 
20  years 
1 5 years 
5-15  years 
2-15  years 
5 years 

5-10  years 
30  years 


Fleritage  assets,  which  are  culturally  significant  resources  and  which  are  shown  at  cost,  are  noJ 
uncertainty  regarding  their  estimated  useful  lives.  The  valuation  of  heritage  assets  is  dependen 
the  availability  of  reliable  information.  Management  makes  estimates  and  assumptions  about  fafcl 
cost,  replacement  cost  and  cash  flow  generating  ability  in  estimating  fair  value. 


[depreciated  due  to  the 
on  the  type  of  the  asset  and 
tors  such  as  the  restoration 


1.8  Intangible  assets 


An  asset  is  identified  as  an  intangible  asset  when  it: 

is  capable  of  being  separated  or  divided  from  an  entity  and  sold,  transferred,  licensee 
etoer  individually  or  together  with  a related  contract,  assets  or  liability;  or 
arises  from  contractual  rights  or  other  legal  rights,  regardless  whether  those  rights  ar 
from  the  municipality  or  from  other  rights  and  obligations. 

An  intangible  asset  is  recognised  when: 

it  is  probable  that  the  expected  future  economic  benefits  or  service  potential  that  are 
flow  to  the  municipality;  and 

• the  cost  or  fair  value  of  the  asset  can  be  measured  reliably. 


rented  or  exchanged, 
transferable  or  separate 

Attributable  to  the  asset  will 


Intangible  assets  are  initially  recognised  at  cost. 

An  intangible  asset  acquired  through  a non-exchange  transaction,  the  cost  shall  be  its  fair  value! 
Expenditure  on  research  (or  on  the  research  phase  of  an  internal  project)  is  recognised  as  an  e)(, 

An  intangible  asset  arising  from  development  (or  from  the  development  phase  of  an  internal  prot. 

• It  IS  technically  feasible  to  complete  the  asset  so  that  it  will  be  available  for  use  or  sail 

• there  is  an  intention  to  complete  and  use  or  sell  it. 

• there  is  an  ability  to  use  or  sell  it. 

• it  will  generate  probable  future  economic  benefits  or  service  potential, 
there  are  available  technical,  financial  and  other  resources  to  complete  the  developm|i 


as  at  the  date  of  acquisition, 
pense  when  it  is  incurred, 
ijjsct)  is  recognised  when: 


the  expenditure  attributable  to  the  asset  during  its  development  can  be  measured  reli|l 
Intangible  assets  are  carried  at  cost  less  any  accumulated  amortisation  and  any  impairment  losi 


An  intangible  asset  is  regarded  as  having  an  indefinite  useful  life  when,  based  on  all  relevant  fact 
limit  to  the  period  over  which  the  asset  is  expected  to  generate  net  cash  inflows  or  service  poten 
provided  for  these  intangible  assets,  but  they  are  tested  for  impairment  annually  and  whenever  i 
asset  may  be  impaired.  For  all  other  intangible  assets  amortisation  is  provided  on  a straight  line 


ti- 


ls 


nt  and  to  use  or  sell  the 

bly. 

s. 


:ors,  there  is  no  foreseeable 
tial.  Amortisation  is  not 
lere  is  an  indication  that  the 
basis  over  their  useful  life. 
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1.8  Intangible  assets  (continued) 

The  amortisation  period  and  the  amortisation  method  for  intangible  assets  are  reviewed  at  eac  i reporting  date. 

Reassessing  the  useful  life  of  an  intangible  asset  with  a finite  useful  life  after  it  was  classified  aL  indefinite  is  an  indicator  that 
its  uSS  Ife^  impaired.  As  a result  the  asset  is  tested  for  impairment  and  the  remaining  ca  rying  amount  is  amortised  over 

StaSleSSf®^  titles,  customer  lists  and  items  similar  In  substance  are  not  recognised  as 

Amortisation  is  provided  to  write  down  the  intangible  assets,  on  a straight  line  basis,  to  their  rejjidual  values  as  follows: 


1^®"’  , ^ Useful  life 

Computer  software  0 years 

1.9  Financial  instruments 
Classification 

The  municipality  classifies  financial  assets  and  financial  liabilities  into  the  following  categories- 
• Financial  liabilities  measured  at  amortised  cost 

purpose  for  which  the  financial  instruments  were  obtained  / incurijed  and  takes  place  at  initial 
recognition.  Classification  is  re-assessed  on  an  annual  basis,  except  for  derivatives  and  financial  assets  designated  as  at  fair 
value  through  surplus  or  deficit,  which  shall  not  be  classified  out  of  the  fair  value  through  surplu  i or  deficit  category. 

Initial  recognition  and  measurement 

recognises  a financial  asset  or  a financial  liability  in  its  Statement  of  Financial  ifosition  when  and  only  when 
accounti^g^'^°'^^^  ^ Provisions  of  the  instrument.  This  is  achieved  throi  gh  the  application  of  trade  date 

Upon  initial  recognition  the  entity  classifies  financial  instruments  or  their  component  parts  as  a f nancial  liabilities  financial 
assets  or  residual  interests  in  conformity  with  the  substance  of  the  contractual  arrangement  and  to  the  extent  that  the 
instrument  satisfies  the  definitions  of  a financial  liability,  a financial  asset  or  a residual  interest. 

Financial  instruments  are  evaluated,  based  on  their  terms,  to  determine  if  those  instruments  corltain  both  liability  and  residual 
nterest  components  (i.e.  to  assess  if  the  instruments  are  compound  financial  instruments).  To  tt  e extent  that  an  instrument  is 
cale  marbe'^°^"^  instrument,  the  components  are  classified  separately  as  financial  liabilities  ajid  residual  interests  as  the 

Initial  Measurement 

When  a financial  instrument  is  recognised,  the  entity  measures  it  initially  at  its  fair  value  plus  in  ihe  case  of  a financial  asset  or 


19 


MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Accounting  Policies 


1.9  Financial  instruments  (continued) 

Subsequent  measurement 

Subsequent  to  initial  recognition,  financial  assets  and  financial  liabilities  are  measured  at  fair  v. 
All  financial  assets  and  financial  liabilities  are  measured  after  initial  recognition  using  the  follow 

a)  Financial  instruments  at  fair  value. 

• Derivatives. 

Compound  instruments  that  are  designated  at  fair  value  i.e.  an  instrument  that  indue 
derivative  host  contract. 

• Instruments  held  for  trading. 

• Non-derivative  financial  assets  or  financial  liabilities  with  fixed  or  determinable  paym 
value  at  initial  recognition. 

• An  investment  in  a residual  interest  for  which  fair  value  can  be  measured  reliably. 

Financial  instruments  that  do  not  meet  the  definition  of  financial  instruments  at  amortised  cost  c 

• Non-derivative  financial  assets  or  non-derivative  financial  liabilities  that  have  fixed  or 
excluding  those  instruments  that  the  entity  designates  at  fair  value  at  initial  recognitic 

b)  Financial  instruments  at  cost. 

Investments  in  residual  interests,  which  do  not  have  quoted  market  prices  and  for  which  fair  val 
reliably. 

The  entity  assesses  which  instruments  should  be  subsequently  measured  at  fair  value,  amortise 
definitions  of  financial  instruments  at  fair  value,  financial  instruments  at  amortised  cost  or  financ 
out  above. 


Fair  value  determination 

The  fair  values  of  quoted  investments  are  based  on  current  bid  prices.  If  the  market  for  a financi 
unlisted  securities),  the  municipality  establishes  fair  value  by  using  valuation  techniques  These 
length  transactions,  reference  to  other  instruments  that  are  substantially  the  same  discounted  c 
pricing  models  making  maximum  use  of  market  inputs  and  relying  as  little  as  possible  on  entity-i 


ilue,  amortised  cost  or  cost, 
ing  categories: 


es  a derivative  and  a non- 


ints  that  are  designated  at  fair 


r financial  instruments  at  cost, 
determinable  payments, 
n or  are  held  for  trading. 


je  cannot  be  determined 

!d  cost  or  cost,  based  on  the 
iai  instruments  at  cost  as  set 


al  asset  is  not  active  (and  for 
include  the  use  of  recent  arm’s 
ash  flow  analysis,  and  option 
ipecific  inputs. 
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1.9  Financial  instruments  (continued) 

Impairment  of  financial  assets 

At  each  end  of  the  reporting  period  the  municipality  assesses  all  financial  assets,  other  than  th( 
or  deficit,  to  determine  whether  there  is  objective  evidence  that  a financial  asset  or  group  of  fim 

For  amounts  due  to  the  municipality,  significant  financial  difficulties  of  the  debtor  probability  th. 
bankruptcy  and  default  of  payments  are  all  considered  indicators  of  impairment. 

In  the  case  of  equity  securities  classified  as  available-for-sale,  a significant  or  prolonged  declini 
belovv  Its  cost  is  considered  an  indicator  of  impairment.  If  any  such  evidence  exists  for  available 
cumulative  loss  - measured  as  the  difference  between  the  acquisition  cost  and  current  fair  valu' 
that  financial  asset  previously  recognised  in  surplus  or  deficit  - is  removed  from  equity  as  a reel 
recognised  in  surplus  or  deficit. 

Impairment  losses  are  recognised  in  surplus  or  deficit. 

Impairment  losses  are  reversed  when  an  Increase  in  the  financial  asset's  recoverable  amount  c 
event  occurring  after  the  impairment  was  recognised,  subject  to  the  restriction  that  the  carrying 
the  date  that  the  impairment  is  reversed  shall  not  exceed  what  the  carrying  amount  would  have 
been  recognised. 

Reversals  of  impairment  losses  are  recognised  in  surplus  or  deficit  except  for  equity  investment 


Impairment  losses  are  also  not  subsequently  reversed  for  available-for-sale  equity  investments 
fair  vaiue  was  not  determinabie. 

Where  financial  assets  are  impaired  through  use  of  an  allowance  account,  the  amount  of  the  los 
deficit  within  operating  expenses.  When  such  assets  are  written  off,  the  write  off  is  made  agains 
account.  Subsequent  recoveries  of  amounts  previously  written  off  are  credited  against  operatinc 

Receivables  from  exchange  transactions 

Trade  receivables  are  measured  at  initial  recognition  at  fair  value,  and  are  subsequently  measui 
effective  interest  rate  method.  Appropriate  allowances  for  estimated  irrecoverable  amounts  are  i 
when  there  is  objective  evidence  that  the  asset  is  impaired.  Significant  financial  difficulties  of  the 
debtor  will  enter  bankruptcy  or  financial  reorganisation,  and  default  or  delinquency  in  payments 
are  considered  indicators  that  the  trade  receivable  is  impaired.  The  allowance  recognised  is  mei 
between  the  assets  carrying  amount  and  the  present  value  of  estimated  future  cash  flows  disco 
rate  computed  at  initial  recognition. 

The  carrying  amount  of  the  asset  is  reduced  through  the  use  of  an  allowance  account  and  the  a 
recognised  in  surplus  or  deficit  within  operating  expenses.  When  a trade  receivable  is’uncollectil 
allowance  account  for  trade  receivables.  Subsequent  recoveries  of  amounts  previously  written  o 
operating  expenses  in  surplus  or  deficit.  ^ 

Trade  and  other  receivables  are  classified  as  loans  and  receivables. 

Payables  from  exchange  transactions 

Trade  payables  are  initially  measured  at  fair  value,  and  are  subsequently  measured  at  amortisec 
interest  rate  method. 

Cash  and  cash  equivalents 

Cash  and  cash  equivalents  comprise  cash  on  hand  and  demand  deposits,  and  other  short-term  I 
are  readily  convertible  to  a known  amount  of  cash  and  are  subject  to  an  insignificant  risk  of  chan 
and  subsequently  recorded  at  fair  value. 
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1.9  Financial  instruments  (continued) 

Bank  overdraft  and  borrowings 

Bank  overdrafts  and  borrowings  are  initially  measured  at  fair  value,  and  are  subsequently  mea: 
the  effective  interest  rate  method.  Any  difference  between  the  proceeds  (net  of  transaction  cos 
redemption  of  borrowings  is  recognised  over  the  term  of  the  borrowings  in  accordance  with  the 
for  borrowing  costs. 

Impairment  of  financial  assets 


isured  at  amortised  cost,  using 
|s)  and  the  settlement  or 
municipality’s  accounting  policy 


The  municipality  assesses  at  each  statement  of  financial  position  date  whether  a financial  asset 
impaired. 


Assets  are  carried  at  amortised  cost. 

If  there  is  objective  evidence  that  an  impairment  loss  on  loans  and  receivables  carried  at  amo  J 
amount  of  the  loss  Is  measured  as  the  difference  between  the  asset’s  carrying  amount  and  the 
future  cash  flows  (excluding  future  credit  losses  that  have  not  been  incurred)  discounted  at  the  |fi 
effective  interest  rate  (i.e.  the  effective  interest  rate  computed  at  initial  recognition).  The  carryin  i 
reduced  either  directly  or  through  the  use  of  an  allowance  account.  The  amount  of  the  loss  sha  I 
deficit.  The  municipality  first  assesses  whether  objective  evidence  of  impairment  exists  individu  i 
individually  significant,  and  individually  or  collectively  for  financial  assets  that  are  not  individual! 
that  no  objective  evidence  of  impairment  exists  for  an  individually  assessed  financial  asset,  whdtl 
IS  included  in  a group  of  financial  assets  with  similar  credit  risk  characteristics  and  that  group  of 
assessed  for  impairment.  Assets  that  are  individually  assessed  for  impairment  and  for  which  an 
to  be  recognised  are  not  included  in  a collective  assessment  of  impairment. 

1.10  Leases 


sed  cost  has  been  incurred,  the 
[oresent  value  of  estimated 
inancial  asset’s  original 
amount  of  the  asset  shall  be 
be  recognised  in  surplus  or 
illy  for  financial  assets  that  are 
significant.  If  it  is  determined 
:her  significant  or  not,  the  asset 
financial  assets  is  collectively 
impairment  loss  is  or  continues 


A lease  is  classified  as  a finance  lease  if  it  transfers  substantially  all  the  risks  and  rewards  incidi 
classified  as  an  operating  lease  if  it  does  not  transfer  substantially  all  the  risks  and  rewards  inc 


When  a lease  includes  both  land  and  buildings  elements,  the  entity  assesses  the  classification  )f  each  element  separately 


Leases  are  classified  as  finance  leases  where  substantially  all  the  risks  and  rewards  associated 
transferred  to  the  entity  through  the  lease  agreement.  Assets  subject  to  finance  leases  are  reco 
Financial  Position  at  the  inception  of  the  lease,  as  is  the  corresponding  finance  lease  liability 


Assets  subject  to  operating  leases,  i.e.  those  leases  where  substantially  all  of  the  risks  and  rew 
transferred  to  the  lessee  through  the  lease,  are  not  recognised  in  the  Statement  of  Financial  Poii 
expense  is  recognised  over  the  course  of  the  lease  arrangement. 

The  determination  of  whether  an  arrangement  is,  or  contains,  a lease  is  based  on  the  substanci  i 
inception  date;  namely  whether  fulfilment  of  the  arrangement  is  dependent  on  the  use  of  a speciFi 
arrangement  conveys  a right  to  use  the  asset. 


For  arrangements  entered  into  prior  to  1 January  2005,  the  date  of  inception  is  deemed  to  be  1 
with  the  transitional  requirements  of  GRAP  3. 

Finance  leases  - lessee 

Finanre  leases  are  recognised  as  assets  and  liabilities  in  the  statement  of  financial  position  at  a 
of  the  leased  property  or,  if  lower,  the  present  value  of  the  minimum  lease  payments.  The  corre 
included  in  the  statement  of  financial  position  as  a finance  lease  obligation. 

The  discount  rate  used  in  calculating  the  present  value  of  the  minimum  lease  payments  is  the  inirest  rate  implicit  in  the  lease 


IWnimum  lease  payments  are  apportioned  between  the  finance  charge  and  reduction  of  the  outs 

f so  as  to  produce  a constant  periodic  rat* 

of  the  liability. 


or  group  of  financial  assets  is 


ntal  to  ownership.  A lease  is 
;i|ental  to  ownership. 


Iwith  ownership  of  an  asset  are 
ionised  in  the  Statement  of 


^rds  of  ownership  are  not 
ition.  The  operating  lease 


of  the  arrangement  at 
1c  asset  or  assets  or  the 


anuary  2005,  in  accordance 


I nounts  equal  to  the  fair  value 
iS  jonding  liability  to  the  lessor  is 


janding  liability.  The  finance 
of  on  the  remaining  balance 


Any  contingent  rents  are  expensed  in  the  period  in  which  they  are  incurred. 
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1.10  Leases  (continued) 

Operating  ieases  - lessee 

Operating  lease  payments  are  recognised  as  an  expense  on  a straight-line  basis  over  the  leas 
the  amounts  recognised  as  an  expense  and  the  contractual  payments  are  recognised  as  an  o ' 

1.11  Inventories 

Initial  recognition  and  measurement 

Inventories  are  initially  recognised  at  cost.  Cost  refers  to  the  purchase  price,  plus  taxes,  transp 
bringing  the  inventories  to  their  current  location  and  condition. 

Where  inventory  is  acquired  by  the  municipality  for  no  or  nominal  consideration  (i.e.  a non-exc 
deemed  to  be  equal  to  the  fair  value  of  the  item  on  the  date  acquired. 

Subsequent  measurement 

Inventories,  consisting  of  consumabie  stores  and  raw  materials,  are  valued  at  the  lower  of  cost 
they  are  to  be  distributed  at  no  or  nominal  charge,  in  which  case  they  are  measured  at  the  iowi 
replacement  cost.  The  basis  of  determining  cost  is  the  [first-in,  first-out  (FIFO)  method  / weight 

Redundant  and  slow-moving  inventories  are  identified  and  written  down  from  cost  to  net  realise' 
estimated  economic  or  realisable  values. 

Differences  arising  on  the  valuation  of  inventory  are  recognised  in  the  Statement  of  Financial  P. 

thaw  Qrr»eQ  TKa  am.  . i _i  _ . . ...  1 


term.  The  difference  between 
rating  lease  asset  or  liability. 


rt  costs  and  any  other  costs  in 


ange  transaction),  the  cost  is 


and  net  realisable  value  unless 
r of  cost  and  current 
d-average  method] 

3le  value  with  regard  to  their 


rformance  in  the  year  in  which 


Ti 1 t r — ' — 'jiai.siiicin  ui  I rtiiiuiiiiance  in  me  year  in  w 

they  arose.  The  amount  of  any  reversal  of  any  write-down  of  inventories  arising  from  an  increas  5 in  net  realisable  value  or 

current  rpnl^rtPiriAnt  onct  ic  a rA/-ii  ia4-:am  a*  .a  A&A-: -I 


current  replacement  cost  is  recognised  as  a reduction  of  inventories  recognised  as  an  expense 
reversal  occurs. 

Derecognition 

The  carrying  amount  of  inventories  Is  recognised  as  an  expense  in  the  period  that  the  inventory 
unless  that  cost  qualifies  for  capitaiisation  to  the  cost  of  another  asset. 

It  is  the  municipality's  policy  to  writte  down  the  obsolete  and  slow  moving  inventory  to  the  net  rei 

1.12  Employee  benefits 
Short-term  employee  benefits 

benefits,  (those  payable  within  12  months  after  the  service  is  rendered,  such  as  paid  vacation 


n the  period  in  which  the 


as  written  off  or  consumed. 


Usable  value  of  66.67%. 


The  expected  cost  of  compensated  absences  is  recognised  as  an  expense  as  the  employees  re 
their  entitlement  or,  in  the  case  of  non-accumulating  absences,  when  the  absence  occurs. 

The  expected  cost  of  surplus  sharing  and  bonus  payments  is  recognised  as  an  expense  when  tf 
obligation  to  make  such  payments  as  a result  of  past  performance. 


der  services  that  increase 


re  is  a legal  or  constructive 
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1.12  Employee  benefits  (continued) 
Defined  benefit  plans 


For  defined  benefit  plans  the  cost  of  providing  the  benefits  is  determined  using  the  projected  cr  jdit  method 

Actuarial  valuations  are  conducted  on  an  annual  basis  by  independent  actuaries  separately  for  each  plan. 

Consideration  is  given  to  any  event  that  could  impact  the  funds  up  to  end  of  the  reporting  perio^  I where  the  interim  valuation  is 
perrormed  at  an  earlier  date. 


The  amount  recognised  in  the  statement  of  financial  position  represents  the  present  value  of  the 
adjusted  for  unrecognised  actuarial  gains  and  losses  and  unrecognised  past  service  costs  and^ 
plan  assets. 


and  are  otherwise  amortised 


Past  service  costs  are  recognised  immediately  to  the  extent  that  the  benefits  are  already  vestei 
on  a straight  line  basis  over  the  average  period  until  the  amended  benefits  become  vested  ^ 

To  the  extent  that,  at  the  beginning  of  the  financial  period,  any  cumulative  unrecognised  actuarial  gain  or  loss  exceeds  ten 

greater  of  the  present  value  of  the  projected  benefit  obligation  and  the  fair  value  )f  the  plan  assets  (the  corridor) 
that  portion  is  recognised  in  surplus  or  deficit  over  the  expected  average  remaining  service  liveii  of  participating  employees. 
Actuarial  gains  or  losses  within  the  corridor  are  not  recognised.  ' 

Gams  or  losses  on  the  curtailment  or  settlement  of  a defined  benefit  plan  is  recognised  when  tl4  entity  is  demonstrably 
committed  to  curtailment  or  settlement.  r ' ^ 

When  it  is  virtually  certain  that  another  party  will  reimburse  some  or  all  of  the  expenditure  requiiLd  to  settle  a defined  benefit 

obligation,  the  right  to  reimbursement  is  recognised  as  a separate  asset.  The  asset  is  measurecT  ' 

respects,  the  asset  is  treated  in  the  same  way  as  plan  assets.  In  surplus  or  deficit,  the  expense 
plan  is  presented  as  the  net  of  the  amount  recognised  for  a reimbursement. 


at  fair  value.  In  all  other 
delating  to  a defined  benefit 


defined  benefit  obligation  as 
teduces  by  the  fair  value  of 


SSS  ^''^i'^ble  refunds  and 

1.13  Provisions  and  contingencies 

Provisions  are  recognised  when: 

• the  municipality  has  a present  obligation  as  a result  of  a past  event;  , 

'*  ^ X*  resources  embodying  economic  benefits  or  service  pdbntial  will  be  required  to 

settle  the  obligation;  and 

• a reliable  estimate  can  be  made  of  the  obligation. 

JportiUrdatf  ^ P''®'''®'®'' '®  *^®  estimate  of  the  expenditure  expected  to  be  required  to  set|le  the  present  obligation  at  the 
th?iiability'"*  ^ assessments  of  the  time  value  of  ijioney  and  the  risks  specific  to 


required  to  settle  a provision  is  expected  to  be  reimbursed  by  another  party,  the 
tho  h?*  ofily  when,  it  is  virtually  certain  that  reimbursement  will  he  received  if  the  municipality 


Provisions  are  reviewed  at  each  reporting  date  and  adjusted  to  reflect  the  current  best  estimate.  Provisions  are  reversed  if  it  is 
SbligS  P ® ®®^"®'^  ®^  resources  embodying  economic  benefits  or  service  potential  will  be  required,  to  settle  the 


*'^®  ^^'■'^''^9  ® provision  increases  in  each  period  to  reflecjithe  passage  of  time  This 

increase  is  recognised  as  an  interest  expense.  ' “ 
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1.13  Provisions  and  contingencies  (continued) 

A provision  is  used  only  for  expenditures  for  which  the  provision  was  originally  recognised. 
Provisions  are  not  recognised  for  future  operating  deficits. 


If  an  entity  has  a contract  that  is  onerous,  the  present  obligation  (net  of  recoveries)  under  the  o intract  is  recognised  and 
measured  as  a provision.  » ^ 


A constructive  obligation  to  restructure  arises  only  when  an  entity: 

• has  a detailed  formal  plan  for  the  restructuring,  identifying  at  least: 

the  activity/operating  unit  or  part  of  a activity/operating  unit  concerned- 
the  principal  locations  affected; 

the  location,  function,  and  approximate  number  of  employees  who  will  be  comot 
terminated; 

the  expenditures  that  will  be  undertaken;  and 
when  the  plan  will  be  implemented;  and 

has  raised  a valid  expectation  in  those  affected  that  it  will  carry  out  the  restructuring  ly  starting  to  implement  that 
plan  or  announcing  its  main  features  to  those  affected  by  it.  ~ 


A restructuring  provision  includes  only  the  direct  expenditures  arising  from  the  restructuring  wh 

• necessarily  entailed  by  the  restructuring;  and 

• not  associated  with  the  ongoing  activities  of  the  municipality 


a consequence  of  the  sale  or  transfer  of  an  operation  until  the  municipa  ty  is  committed  to  the  sale 
or  transfer,  that  is,  there  is  a binding  arrangement.  " 


After  their  initial  recognition  contingent  liabilities  recognised  in  entity  combinations  that  are  reco 
subsequently  measured  at  the  higher  of: 

• the  amount  that  would  be  recognised  as  a provision;  and 

• the  amount  initially  recognised  less  cumulative  amortisation. 


ensated  for  services  being 


ch  are  those  that  are  both: 


ij  inised  separately  are 


Contingent  assets  and  contingent  liabilities  are  not  recognised.  Contingencies  are  disclosed  in  note  40. 


A financial  guarantee  contract  is  a contract  that  requires  the  issuer  to  make  specified  payments  |o  reimburse  the  holder  for  a 
loss  it  incurs  becail.<;p>  a ener  fioH  Hal-.tr,rfailo  ^ ’ r = IIIJUIOC  Ulc  IIUIUCI  lui  d 


bss  It  incurs  because  a specified  debtor  fails  to  make  payment  when  due  in  accordance  with  the 
debt  instrument.  ^ 


Loan  commitment  is  a firm  commitment  to  provide  credit  under  pre-specified  terms  and  condition 


The  municipality  recognises  a provision  for  financial  guarantees  and  loan  commitments  when  it  iL  probable  that  an  outflow  of 
IhTobS = reliabteSmatb  of 


Determining  whether  an  outflow  of  resources  is  probable  in  relation  to  financial  guarantees  requi 
an  outflow  of  resources  may  be  probable  are: 

• financial  difficulty  of  the  debtor; 

• defaults  or  delinquencies  in  interest  and  capital  repayments  by  the  debtor;  i 

• breaches  of  the  terms  of  the  debt  instrument  that  result  in  it  being  payable  earlier  tharj 
ability  of  the  debtor  to  settle  its  obligation  on  the  amended  terms;  and 

• a decline  in  prevailing  economic  circumstances  (e.g.  high  interest  rates,  inflation  and 
the  ability  of  entities  to  repay  their  obligations. 


^ ^0''  '^suing  a financial  guarantee  and/or  where  a fee  i 5 charged  on  loan 

Tl  ' h the  best  estimate  of  the  amount  required  to  settle  tt  e obligation  at  reporting  date 

recognises  the  Stion  a?the%Tgher  of  ^ ^^nicipality 

* ^nf determined  using  in  the  Standard  of  GRAP  on  Provisions,  Contingent  Liab  ilities  and  Contingent  Assets; 

Sh  the  San°;rrd  5 G^S'^n^ReTre?^^^^  recognised  in  accordance 


original  or  modified  terms  of  a 


IS. 


es  judgement.  Indications  that 


the  agreed  term  and  the 
inemployment)  that  impact  on 
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1.14  Revenue  from  exchange  transactions 

Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  during  the  reporting  perioi 
increase  in  net  assets,  other  than  increases  relating  to  contributions  from  owners. 


An  exchange  transaction  is  one  in  which  the  municipality  receives  assets  or  services,  or  has  Nab 
gives  approximately  equal  value  (primarily  in  the  form  of  goods,  services  or  use  of  assets)  to  th| 

Fair  value  is  the  amount  for  which  an  asset  could  be  exchanged,  or  a liability  settled,  between 
an  arm’s  length  transaction. 


Nlities  extinguished,  and  directly 
other  party  in  exchange. 


Mnowledgeable,  willing  parties  in 


Measurement 

Revenue  is  measured  at  the  fair  value  of  the  consideration  received  or  receivable,  net  of  trade 

Rendering  of  services 


discounts  and  volume  rebates. 


When  the  outcome  of  a transaction  involving  the  rendering  of  services  can  be  estimated  reliably 
the  transaction  is  recognised  by  reference  to  the  stage  of  completion  of  the  transaction  at  the  n 
of  a transaction  can  be  estimated  reliably  when  all  the  following  conditions  are  satisfied; 

• the  amount  of  revenue  can  be  measured  reliably; 

• it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  trani 

municipality;  1 

• the  stage  of  completion  of  the  transaction  at  the  reporting  date  can  be  measured  relii 

• the  costs  incurred  for  the  transaction  and  the  costs  to  complete  the  transaction  can  bf 


revenue  associated  with 
^porting  date.  The  outcome 


action  will  flow  to  the 


bly;  and 

te  measured  reliably. 


When  services  are  performed  by  an  indeterminate  number  of  acts  over  a specified  time  frame,  ic 
straight  line  basis  over  the  specified  time  frame  unless  there  is  evidence  that  some  other  method 
completion.  When  a specific  act  is  much  more  significant  than  any  other  acts  the  recognition  of 
significant  act  is  executed. 


ipvenue  is  recognised  on  a 
better  represents  the  stage  of 
revenue  is  postponed  until  the 


When  the  outcome  of  the  transaction  involving  the  rendering  of  services  cannot  be  estimated  re 
only  to  the  extent  of  the  expenses  recognised  that  are  recoverable. 


Service  revenue  is  recognised  by  reference  to  the  stage  of  completion  of  the  transaction  at  the 
completion  is  determined  by  services  performed  to  date  as  a percentage  of  total  services  to  be 

Interest  earned 


when  those  inflows  result  in  an 


iably,  revenue  is  recognised 


npporting  date.  Stage  of 
performed. 


Revenue  arising  from  the  use  by  others  of  entity  assets  yielding  interest  is  recognised  when. 

It  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transk 
municipality,  and 

• The  amount  of  the  revenue  can  be  measured  reliably. 

Interest  is  recognised,  in  surplus  or  deficit,  using  the  effective  interest  rate  method. 

Service  fees  included  in  the  price  of  the  product  are  recognised  as  revenue  over  the  period  durij 
performed.  ' 

Prepaid  Electricity 

Prepaid  electricity  is  estimated  based  on  the  average  unit  sales  and  rate  per  unit  as  at  30  June  i 
on  the  Contour  Prepaid  Electricity  vending  system. 


Service  charges  from  sewerage  and  sanitation 

Service  charges  from  sewerage  and  sanitation  are  based  on  the  extent  of  the  ERF  and  of  sewerAge  connections  on  each 
developed  property  using  the  tariffs  approved  from  Council  and  are  levied  monthly.  ^ conneciions  each 


ictlon  will  flow  to  the 


lb  which  the  service  is 


pi2  and  30  June  2013  based 
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1.14  Revenue  from  exchange  transactions  (continued) 
Service  charges  relating  to  water  and  eiectricity 


Charges  relating  to  electricity  and  water  are  based  on  consumption.  Provisional  estimates  of  consumption  are  made 


w J w v^i  I loul  I I.  riuvidiUildl  t^SlirTiaiK 

monthly  when  meter  readings  have  not  been  performed.  The  provisional  estimates  of  consumpl 

provisional  estimates  of  consumption  are  made  in  the  invoicing  serioa  in  wnicn  meters  have 
affho  fnH  recognised  as  revenue  in  the  invoicing  period.  Electricity  meters  in  industrial  areas  are  read 

at  the  end  of  each  month  and  billed  the  following  month.  Premises  with  high-tension  electricity  supplies  are  read  and  billed 

p<;timate  prepaid  meter  cards  is  recognised  at  the  point  of  s ale.  At  reporting  date  an 

estimate  of  the  prepaid  electricity  consumed  is  made  and  revenue  is  adjusted  accordingly.  The  e 

historical  data  of  electricity  consumption.  Revenue  arising  from  the  consumption  o ' electricity  and  water  in  the 
month  of  June  is  fully  accounted  for  whether  invoiced  or  not.  Revenue  arising  from  the  application  of  the  approved  tariffs  fees 
and  charges  is  generally  recognised  when  the  relevant  service  is  rendered.  ^ 

Refuse  removal 

Service  charges  relating  to  refuse  removal  are  recognised  on  a monthly  basis  in  arrears  by  app 
are  determined  per  category  of  property  usage  and  are  levied  on  a monthly  based. 

Rental  income 


ion  are  recognised  as  revenue 
beriod  in  which  meters  have 


ying  the  approved  tariff.  Tariffs 


Service  charges  relating  to  refuse  removal  are  recognised  on  a monthly  basis  in  arrears  by  appiLing  the  approved  tariff  Tariffs 
are  determined  per  category  of  property  usage  and  are  levied  on  a monthly  based.  " 

1.15  Revenue  from  non-exchange  transactions 


Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  during  the  reporting  period 
increase  in  net  assets,  other  than  increases  relating  to  contributions  from  owners. 


an  arm’s  tengthtSJSiom'^^^  exchanged,  or  a liability  settled,  between  k|owledgeable,  willing  parties  in 


scounts  and  volume  rebates. 


Measurement 

Revenue  is  measured  at  the  fair  value  of  the  consideration  received  or  receivable,  net  of  trade  d 

Rates,  including  collection  charges  and  penalties  interest 

Revenue  from  rates,  including  collection  charges  and  penalty  interest,  is  recognised  when:  ,, 

It  IS  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municip3iiTy,  ^ 

• the  amount  of  the  revenue  can  be  measured  reliably;  and 

• there  has  been  compliance  with  the  relevant  legal  requirements. 


when  those  inflows  result  in  an 


Changes  to  property  values  during  a reporting  period  are  valued  by  a suitably  qualified  valuator  Jnd  adjustments  are  made  to 
rS  revlJJf  is  reSgrer^  Adjustments  to  rates  revenXe^lready  recognised  are^^d'^aT^^^^^^^ 


Fines 


R|' 


Fines  are  recognised  when  it  is  probable  that  future  economic  benefits  will  flow  to  the  entity  the 
and  all  restrictions  have  been  complied  with.  Fines  constitute  both  spot  fines  and  summonses  Ri 
recognised  when  payment  is  received  and  the  revenue  from  the  issuing  of  summonses  is  recognis 
Proresses  that  can  apply  to  summonses  and  the  inadequate  information  availaJl 
possible  to  measure  this  revenue  in  the  invoicing  period.  ^ 


<|osts  can  be  reliably  measured 
■ ivenue  from  spot  fines  is 
|sed  when  collected.  Due  to 
le  from  the  courts,  it  is  not 
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1.15  Revenue  from  non-exchange  transactions  (continued) 
Levies 


Levies  are  recognised  as  revenue  when: 

it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  tranLaction  will  flow  to  the 
municipality;  and 

• the  amount  of  the  revenue  can  be  measured  reliably. 

cMhmfttol?  on  declarations  completed  by  levy  payers.  The  estimate  of  levies  revenue  whbn  a levy  payer  has  not 
submitted  a declaration  are  based  on  the  following  factors;  f 

• the  extent  and  success  of  procedures  to  investigate  the  non-submission  of  a declara|i 
internal  records  maintained  of  historical  comparisons  of  estimated  levies  with  actual 
levy  payers; 

• historical  information  on  declarations  previously  submitted  by  defaulting  levy  payers, 
the  accuracy  of  the  database  of  levy  payers  as  well  as  the  frequency  by  which  it  is  u 


and 

ijidated  for  changes. 


Changes  to  estimates  made  when  more  reliable  information  becomes  available  are  processed 
revenue. 

Government  grants 


as  an  adjustment  to  levies 


Government  grants  are  recognised  as  revenue  when: 

it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  trang 
municipality, 

• the  amount  of  the  revenue  can  be  measured  reliably,  and 

• to  the  extent  that  there  has  been  compliance  with  any  restrictions  associated  with  the 

The  municipality  assesses  the  degree  of  certainty  attached  to  the  flow  of  future  economic  benef  L 
basis  of  the  available  evidence.  Certain  grants  payable  by  one  level  of  government  to  another  a < 
funds.  Revenue  from  these  grants  is  only  recognised  when  it  is  probable  that  the  economic  bem  i 
associated  with  the  transachon  will  flow  to  the  entity.  An  announcement  at  the  beginning  of  a fin  si 
available  for  qualifying  entities  in  accordance  with  an  agreed  programme  may  not  be  sufficient  e 
flow.  Revenue  is  then  only  recognised  once  evidence  of  the  probability  of  the  flow  becomes  ava 

Restrictions  on  government  grants  may  result  in  such  revenue  being  recognised  on  a time  propi 
restriction  on  the  period,  such  revenue  is  recognised  on  receipt  or  when  the  Act  becomes 

When  government  remit  grants  on  a re-imbursement  basis,  revenue  is  recognised  when  the  qui 
incurred  and  to  the  extent  that  any  other  restrictions  have  been  complied  with. 


Revenue  from  public  contributions  and  donations 

Revenue  from  public  contributions  and  donations  is  recognised  when  all  conditions  associated 
met  or,  where  the  contribution  is  to  finance  property,  plant  and  equipment,  when  such  items  of  prc 
qualifies  for  recognition  and  first  becomes  available  for  use  by  the  entity.  Where  public  contributii 
the  entity  has  not  met  the  related  conditions  that  would  entitle  it  to  the  revenue,  a liability  is  reco  ^ 

Property  rates 


Revenue  from  property  rates  is  recognised  when  the  legal  entitlement  to  this  revenue  arises  Co4 
rating  sys  em  i.e  business,  farming  and  residential  properties.  In  terms  of  this  system,  assessm 
market  value  in  respect  of  properties.  Rebates  are  granted  according  to  the  use  of  the  property 

Collection  charges 

Collection  charges  are  recognised  when  such  amounts  are  legally  enforceable  Penalty  interest  c 
a time  proportion  basis. 

1.16  Investment  income 

Investment  income  is  recognised  on  a time-proportion  basis  using  the  effective  interest  method. 


on  by  defaulting  levy  payers; 
levies  received  from  individual 


action  will  flow  to  the 


grant. 

ts  or  service  potential  on  the 
|e  subject  to  the  availability  of 
ifits  or  service  potential 
ncial  year  that  grants  may  be 
'idence  of  the  probability  of  the 
liable. 


Jtion  basis.  Where  there  is  no 
e,  which-ever  is  earlier. 

^ifying  expense  has  been 


lith  the  contribution  have  been 
i|operty,  plant  and  equipment 
ms  have  been  received  but 
idnised. 


ncil  applies  a differential 
idnt  rates  are  levied  on  the 
Concerned. 


n unpaid  bills  is  recognised  on 
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1.17  Borrowing  costs 

It  is  inappropriate  to  capitalise  borrowing  costs  when,  and  only  when,  there  is  clear  evidence  tH 
borrowing  requirements  of  an  entity  directly  to  the  nature  of  the  expenditure  to  be  funded  i.e.  ci 

Borrowing  costs  are  recognised  as  an  expense  in  the  period  in  which  they  are  incurred. 

1.18  Unauthorised  expenditure 

Unauthorised  expenditure  means: 

• overspending  of  a vote  or  a main  division  within  a vote;  and 

expenditure  not  in  accordance  with  the  purpose  of  a vote  or,  in  the  case  of  a main  di 
the  purpose  of  the  main  division. 


0t  it  is  difficult  to  link  the 
ipital  or  current. 


All  expenditure  relating  to  unauthorised  expenditure  is  recognised  as  an  expense  in  the  statemi; 
the  year  that  the  expenditure  was  incurred.  The  expenditure  is  classified  in  accordance  with  the 
where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  statement  of  financial  perfi  h 

1.19  Fruitless  and  wasteful  expenditure 

Fruitless  expenditure  means  expenditure  which  was  made  in  vain  and  would  have  been  avoidell 
exercised.  ^ 


All  expenditure  relating  to  fruitless  and  wasteful  expenditure  is  recognised  as  an  expense  in  the 
performance  in  the  year  that  the  expenditure  was  incurred.  The  expenditure  is  classified  in  acc 
expense,  and  where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  statement 


of  fi 


1.20  Irregular  expenditure 

Irregular  expenditure  that  was  incurred  and  identified  during  the  current  financial  year  and  for  v 
awaited  at  year  end  must  be  recorded  in  the  irregular  expenditure  register.  No  further  action  is 
updating  the  note  to  the  financial  statements. 


Where  irregular  expenditure  was  incurred  in  the  previous  financial  year  and  is  only  condoned  in  L following  financial  vear  the 
register  and  the  disclosure  note  to  the  financial  statements  must  be  updated  with  the  amount  cordoned  ^ ^ ' 


vision,  not  in  accordance  with 


nt  of  financial  performance  in 
nature  of  the  expense,  and 
rmance. 


had  reasonable  care  been 


statement  of  financial 
iqrdance  with  the  nature  of  the 
Financial  performance. 


which  condonement  is  being 
njquired  with  the  exception  of 


^regular  expenditure  that  was  incurred  and  identified  during  the  current  financial  year  and  which 
National  Treasury  or  the  relevant  authority  must  be  recorded  appropriately  in  the  irregular  expeni 
irregular  expenditure  can  be  attributed  to  a person,  a debt  account  must  be  created  if  such  a peil 
steps  must  thereafter  be  taken  to  recover  the  amount  from  the  person  concerned.  If  recovery  is 
officer  or  accounting  authority  may  write  off  the  amount  as  debt  impairment  and  disclose  such  in 
financial  statements.  The  irregular  expenditure  register  must  also  be  updated  accordingly  If  the 
been  condoned  and  no  person  is  liable  in  law,  the  expenditure  related  thereto  must  remain  aqaii 
programme/expenditure  item,  be  disclosed  as  such  in  the  note  to  the  financial  statements  and  u 
irregular  expenditure  register. 


was  not  condoned  by  the 
inipliture  register.  If  liability  for  the 
son  is  liable  in  law.  Immediate 
pot  possible,  the  accounting 
the  relevant  note  to  the 
rregular  expenditure  has  not 

}st  the  relevant 
dated  accordingly  in  the 


Irregular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finance  Management  Act  (4 
unicipai  Systems  Act  (Act  No. 32  of  2000),  and  the  Public  Office  Bearers  Act  (Act  No  20  of  19^ 

management  policy.  Irregular  expenditure  excludes  unauthorised  ^ 
expend  ture  is  accounted  for  as  expenditure  in  the  Statement  of  Financial  Performance  and  whei  i 
accounted  for  as  revenue  in  the  Statement  of  Financial  Performance. 

1 .21  Use  of  estimates 


The  preparation  of  annual  financial  statements  in  conformity  with  Standards  of  GRAP  requires  thl  use  of  certain  critical 
accountina  estimates  t also  ranuiroc  . : _ ^ / r certain  critical 


^ ...  ’-'toiiuaiuo  Inquires  in 

anrnnnr  ^ es  imate^  It  also  requires  management  to  exercise  its  judgement  in  the  process  of  ai  iplying  the  municioalitv's 
accounting  policies^  The  areas  involving  a higher  degree  of  judgement  or  complexity  or  areas  wt  ere  assumSiirls  S 

annual  financial  statements  are  disclosed  in  the  relevant  sections  of  the  annuai  financial 
estimates  are  based  on  management’s  best  knowledge  of  current  ev 
undertake  in  the  future,  actual  results  ultimately  may  differ  from  those  estimates 


,ct  No.56  of  2003),  the 

1^)  or  is  in  contravention  of  the 

expenditure.  Irregular 

le  recovered,  it  is  subsequently 


7 


nts  and  actions  they  may 
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1.22  Revaluation  reserve 

The  surplus  arising  from  the  revaluation  of  property,  plant  and  equipment  is  credited  to  a non- 
revaluation  surplus  is  realised  as  revalued  buildings  are  depreciated,  through  a transfer  from  ti 
accumulated  surplus/deficit.  On  disposal,  the  net  revaluation  surplus  is  transferred  to  the  accuii 
gams  or  losses  on  disposal,  based  on  revalued  amounts,  are  credited  or  charged  to  the  statenl 


distributable  reserve.  The 
e revaluation  reserve  to  the 
fnulated  surplus/deficit  while 
ent  of  financial  performance. 


1.23  Investments 


Where  the  carrying  amount  of  an  investment  is  greater  than  the  estimated  recoverable  amounli 
to  Its  recoverable  amount  and  an  impairment  loss  is  charged  to  the  statement  of  financial  perf+ 

1.24  Conditional  grants  and  receipts 


Revenue  received  from  conditional  grants,  donations  and  funding  are  recognised  as  revenue  i 
has  complied  with  any  of  the  criteria,  conditions  or  obligations  embodied  in  the  agreement.  To 
conditions  or  obligations  have  not  been  met  a liability  is  recognised. 

1 .25  Budget  information 

Municipal^  are  typically  subject  to  budgetary  limits  in  the  form  of  appropriations  or  budget  autfli 
IS  given  effect  through  authorising  legislation,  appropriation  or  similar. 

General  purpose  financial  reporting  by  municipality  shall  provide  information  on  whether  resoun 
accordance  with  the  legally  adopted  budget. 


The  approved  budget  is  prepared  on  a cash  basis  and  presented  by  economic  classification 
Objectives. 

The  approved  budget  covers  the  fiscal  period  from  2012/07/01  to  2013/06/30. 

The  annual  financial  statements  and  the  budget  are  on  the  same  basis  of  accounting  therefore 
amounts  for  the  reporting  period  have  been  included  in  the  Statement  of  comparison  of  budget 

1 .26  Related  parties 


The  mumcipahty  operates  in  an  economic  sector  currently  dominated  by  entities  directly  or  indiri 
a consequence  of  the  constitutional  independence  of  the  three  spheres 
only  entities  within  the  national  sphere  of  government  are  considered  to  be  related  parties. 

responsible  for  planning,  directing  and  controlling  the  activities  c 
perform^sijch'^fu^'ctions^°'^^'^'^^"  municipality  in  accordance  with  legislation,  in  instanc^i 


it  is  written  down  immediately 
mance. 


the  extent  that  the  municipality 
llhe  extent  that  the  criteria. 


orisations  (or  equivalent),  which 


fees  were  obtained  and  used  in 


linked  to  performance  outcome 


comparison  with  the  budgeted 
fend  actual  amounts. 


ctly  owned  by  the  South 
of  government  in  South  Africa, 


pf  the  municipality,  including 
IS  where  they  are  required  to 


Close  members  of  the  family  of  a person  are  considered  to  be  those  family  members 
influenced  by,  that  management  in  their  dealings  with  the  municipality. 


who  may  tie  expected  to  influence,  or  be 


Only  transactions  with  related  parties  not  at  arm’s  length 

• Eskom 

• Vhembe  District  Municipality 

• SALGA 


or  not  in  the  ordinary  course  of  business  are  disclosed 


Bargaining  Council 


30 


MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2013 

2012 

2.  Inventories 

Inventories 

6,391,053 

4,102,087 

Water 

661,116 

560,488 

Water  inventory  written  off  i 

(661,116) 

(560,488) 

1 

6,391,053 

4,102,087 

Slow  moving  inventory  written  down 

(87,761) 

(30,580) 

6,303,292 

4,071,507 

3.  Receivables  from  exchange  transactions 

Trade  debtors  i 

; 

3 

Other  debtors 

1,519,673 

- 

Deposit  paid  on  office  rental 

- 

50,000 

1,519,673 

50,003 

1 

4.  Receivables  from  non-exchange  transactions 

1 

Other  debtors 

18,316,229 

18,566,239 

Vhembe  district:  water  transactions 

14,026,852 

- 

1 

32,343,081 

18,566,239 

Fair  value  of  receivables  from  non-exchange  transactions 

There  is  no  material  difference  between  the  fair  value  of  other  receivables  from  non  exchange  i 
value. 

transactions  and  their  book 

5.  Prepayments 

The  prepayments  are  paid  for  DBSA  loan,  the  loan  is  unsecured,  bears  interest  at  9.86%  and  i|  repayable  on  31  March 

2018. 

6.  Consumer  debtors 

Gross  balances 

Rates 

48,143,010 

39,831,963 

Electricity 

69,162,529 

58,221,069 

Refuse 

16,459,675 

15,329,913 

Other  services 

85,676,756 

76,765,025 

j 

219,441,970 

190,147,970 

Less:  Provision  for  doubtful  debts 

Rates 

(37,936,054) 

(34,653,407) 

Electricity  ' 

(40,593,857) 

(30,903,132) 

Refuse  i 

(14,615,452) 

(14,002,399) 

Other  services 

(70,309,470) 

(57,330,820) 

(163,454,833) 

(136,889,758) 

Net  balance 

Rates 

10,206,956 

5,178,556 

Electricity 

28,568,672 

27,317,937 

Refuse 

1,844,223 

1,327,514 

Other  services 

15,367,286 

19,434,205 

55,987,137 

53,258,212 
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MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2013 

2012 

6.  Consumer  debtors  (continued) 

Rates 

Current  (0  -30  days) 

5,794,425 

3,103,186 

31-60  days 

1,103,493 

1,071,688 

61-90  days 

1,079,559 

984,570 

91  - 120  days 

1,025,581 

34,639,288 

121  -365  days 

39,139,952 

48,143,010 

39,798,732 

Electricity 

Current  (0  -30  days) 

19,533,671 

18,118,637 

31  - 60  days 

2,680,466 

3,878,352 

61  - 90  days 

1,886,605 

3,763,060 

91-120  days 

2,220,582 

30,830,570 

121  -365  days 

42,841,205 

69,162,529 

56,590,619 

Refuse 

Current  (0  -30  days) 

749,573 

790,404 

31  - 60  days 

272,071 

263,213 

61  - 90  days 

256,033 

245,153 

91-120  days 

252,033 

245,153 

121  -365  days 

14,929,965 

16,459,675 

13,996,534 

15,540,457 

Other  services 

Current  (0  -30  days) 

5,644,484 

8,243,094 

31  - 60  days 

1,964,960 

1,635,386 

61  - 90  days 

1,933,915 

2,878,028 

91  - 120  days 

1,999,525 

85,227,816 

121  -365  days 

74,133,872 

85,676,756 

97,984,324 
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MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand  | 2013  20^ 

6.  Consumer  debtors  (continued) 

Summary  of  debtors  by  customer  classification 

I 

Residential 


Current  (0  -30  days) 

27,335,802 

26,767,419 

31-60  days 

4,895,612 

5,934,820 

61  - 90  days 

4,249,903 

6,311,750 

91  - 120  days 

4,719,680 

153,877,184 

121  -365  days 

156,708,412 

197,909,409 

192,891,173 

Less:  Allowance  for  impairment 

(156,708,412) 

41,200,997 

(131,479,501) 

61,411,672 

Business 

Current  (0  -30  days) 

3,525,181 

2,958,419 

31-60  days 

471,702 

380,183 

61-90  days 

480,959 

441,590 

91-120  days 

445,081 

6,018,761 

121  -365  days 

6,799,364 

11,722,287 

9,798,953 

Less:  Allowance  for  impairment 

(6,279,098) 

5,443,189 

(5,410,257) 

4,388,696 

National  and  provincial  government 

Current  (0  -30  days) 

2,702,926 

529,558 

31  - 60  days 

763,612 

533,636 

61-90  days 

499,450 

1,117,471 

91  - 120  days 

436,544 

4,798,262 

121  -365  days 

5,462,814 

9,865,346 

6,978,927 

Total 

Current  (0  -30  days) 

33,563,909 

30,255,321 

31  - 60  days 

6,130,929 

6,848,639 

61  - 90  days 

5,230,312 

7,870,811 

91  - 120  days 

5,601,305 

145,173,199 

121  -365  days 

168,915,515 

219,441,970 

190,147,970 

Less:  Allowance  for  impairment 

(163,454,833) 

55,987,137 

(136,889,758) 

53,258,212 

Less:  Allowance  for  impairment 

121  -365  days 

(163,454,833) 

(136,889,758) 

Reconciliation  of  provision  for  doubtful  debts 

Opening  balance 

136,889,758 

128,898,256 

Debts  written  off  against  provision  , 

(1,369,328) 

(32,030,822) 

Contribution  to  the  provision  | 

27,934,402 

63,958,120 

Reversal  of  provision  for  water  and  sewer 

- 

(23,935,796) 

i 

1 

163,454,832 

136,889,758 
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MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

I 2013 

2012 

7.  Cash  and  cash  equivalents 

i' 

1 

Cash  and  cash  equivalents  consist  of: 

Bank  balances 

2,381,532 

_ 

Short-term  deposits 

7,310,810 

1,998 

Other  cash  and  cash  equivalents 

18,700 

13,200 

Bank  overdraft 

- 

(5,408,759) 

9,711,042 

(5,393,561) 

Current  assets 

9,711,042 

15,198 

Current  liabilities 

- 

(5,408,759) 

9,711,042 

(5,393,561) 

The  municipality  had  the  following  bank  accounts 

Account  number  / description 

Bank  statement  balances 

C 

ash  book  balances 

30  June  2013 

30  June  2012 

30  June  2011 

30  June  2013 

30  June  2012 

30  June  2011 

FNB  BANK  - Current  Account  - 
623-0832-9988 

2,272,136 

766,434 

- 

2,381,532 

(6,224,568) 

- 

FNB  BANK  - Investment 

Account  - 623-0833-0779 

7,310,810 

1,000 

- 

1,998 

- 

FNB  BANK  - Account  Type  - 
Investment  Account  - 624- 

502,744 

- 

- 

- 

0465-0435 

Total 

10,085,690 

767,434 

- 

2,381,532 

(6,222,570) 

- 

8.  Investment  property 

1 

2013 

2012 

Cost/ 

Accumulated 

Carrying  value 

Cost/ 

Accumulated 

Carrying  value 

Valuation 

depreciation 

Valuation 

depreciation 

and 

and 

accumulated 

accumulated 

impairment 

impairment 

Investment  property 

52,491,463 

- 

52,491,463 

52,491,463 

- 

52,491,463 

Reconciliation  of  investment  property  - 2013 


Opening  Total 

balance 

Investment  property  | 52,491,463  52,491,463 

_( 

I 

Reconciliation  of  investment  property  - 2012  I 

Opening  j Fair  value  Total 

balance  adjustments 

Investment  property  604,753  51,886,710  52,491,463 


A register  containing  the  information  required  by  section  63  of  the  Municipal  Finance  Management  Act  is  available  for 
inspection  at  the  registered  office  of  the  municipality. 
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Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand 
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MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 


10.  Intangible  assets  (continued) 
Reconciliation  of  intangible  assets  - 2012 

Intangible  assets 

11.  Borrowings 


Opening  Amortisation 
balance 

27,887  i (6,980) 


Annuity  loans 

Infrustructure  finance  corporation  limited  (INCA) 

The  loan  is  unsecured,  bears  interest  at  1 1.47%  ands  repayable  on  30  June  2014. 
Development  bank  of  South  Africa(DBSA)  1 

The  loan  is  unsecured,  bears  interest  at  9.86%  ands  repayable  on  31  March  2018. 
Development  bank  of  South  Africa  (DBSA)  2 

The  loan  is  unsecured,  bears  interest  at  5%  ands  repayable  on  31  March  2018. 


2,020,668 

5,392,143 

1,734,406 


Total 

20,907 


3,828,081 

6,192,434 

2,032,759 


9,147,217 

12,053,274 

Non-current  liabilities 

At  amortised  cost 

7,126,549 

10,245,861 

Current  liabilities 

At  amortised  cost 

2,020,668 

1,807,413 

12.  Finance  lease  liability 

j 

Minimum  lease  payments  due 

- within  one  year 

- in  second  to  fifth  year  inclusive 

- later  than  five  years 

5,228,267 

20,268,095 

2,906,008 

5,026,778 

20,779,179 

7,623,554 

less:  future  finance  charges 

28,402,370 

(7,372,747) 

33,429,511 

(9,525,738) 

Present  value  of  minimum  lease  payments 

21,029,623 

23,903,773 

Present  value  of  minimum  lease  payments  due 

- within  one  year 

- in  second  to  fifth  year  inclusive 

- later  than  five  years 

3,373,337 

14,840,718 

2,815,568 

2,873,932 

13,989,410 

7,040,431 

21,029,623 

23,903,773 

Non-current  liabilities 

Current  liabilities 

f 

1 17,656,286 
i 3,373,337 

21,029,841 

2,873,932 

21,029,623 

23,903,773 

The  average  lease  term  is  5 years  and  the  average  effective  borrowing  rate  was  10%  (2012:  ^\)%). 

Interest  rates  are  fixed  at  the  contract  date.  All  leases  escalate  between  6%  and  10%  p.a  and  tjio  arrangements  have  been 
entered  into  for  contingent  rent. 
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Figures  in  Rand 

2013 

2012 

13.  Operating  lease  liability 

Minimum  iease  payments  due 

Within  one  year 

341,400 

310,000 

In  second  to  fifth  year  inclusive 

242,800 

584,200 

584,200 

894,200 

14.  Payables  from  exchange  transactions 

Vhembe  district  municipality  (\water  collections) 

16,275 

- 

Accruals 

91,060,437 

50,720,973 

Retentions 

7,914,062 

7,099,207 

Debtors  with  credit  balances 

2,744,022 

9,068,034 

Other  Creditors 

4,398,297 

3,878,357 

Other  Creditors 

3,102,345 

- 

109,235,438 

70,766,571 

There  is  no  material  difference  between  the  fair  value  of  payables  from  exchange  transactions 

snd  their  book  value. 

15.  VAT  payable 

VAT  payables 

4,008,815 

10,954,652 

VAT  is  payable  on  the  receipts  basis.  Vat  is  paid  over  to  the  receiver  of  revenue  only  once  the 
debtors. 

)ayment  is  received  from 

16.  Current  portion  of  unspent  conditional  grants  and  receipts 

Unspent  conditional  grants  and  receipts  comprises  of: 

■ 

Unspent  conditional  grants  and  receipts 

MIG 

32,032,658 

27,414,583 

INEP 

384,504 

2,610,551 

DWAF  grant 

2,567,495 

2,567,495 

VDM  electrification  grant 

1,297,297 

1,297,297 

Finance  management  grant 

50,483 

993,454 

Municipal  system  improvement  grant 

- 

533,976 

PHP  grant 

413,643 

414,495 

Department  of  sports,  arts  and  culture  grant 

207,369 

207,369 

VDM  refuse  removal  truck  grant 

56,418 

56,418 

Drought  relief  grant 

33,801 

33,801 

VDM  graveyards  grant 

645 

645 

Electricity  efficiency  demand  side  management 

2,929,133 

- 

Expanded  public  works  programmes 

715,915 

- 

Disaster  management  grant 

1,460,000 

- 

42,149,361 

36,130,084 

Movement  during  the  year 

Balance  at  the  beginning  of  the  year 

36,130,084 

24,379,639 

Additions  during  the  year 

85,086,000 

11,750,445 

Income  recognition  during  the  year 

(79,066,723) 

- 

42,149,361 

36,130,084 
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Figures  in  Rand 

2013  2012 

17.  Provisions 

Reconciliation  of  provisions  - 2013 

Opening  Utilised 

Balance 

Rehabilitation  of  landfill  site  5,497,139 

Provision  for  leave  10,935,766  (766,762) 

Provision  for  bonuses  Section  57  Managers  449,327 

Movement  Total 

467,254  5,964,393 

5,641,108  15,810,112 

20,505  469,832 

16,882,232  (766,762) 

6,128,867  22,244,337 

Reconciliation  of  provisions  - 2012 

Opening 

Balance 

Rehabilitation  of  landfill  site  4,930,865 

Provision  for  leave  14,652,270 

Provision  for  bonuses  Section  57  Managers  471 ,091 

Movement  Total 

566,274  5,497,139 

(3,716,504)  10,935,766 

(21,764)  449,327 

20,054,226 

(3,171,994)  16,882,232 

Non-current  liabilities 

Current  liabilities 

Provision  for  rehabilitation  of  landfill  site 

The  provision  for  rehabilitation  of  landfill  sites  relates  to  the  legal  obligation  to  rehabilitate  land  1 
disposal.  It  is  calculated  as  the  present  value  of  future  obligation,  discounted  at  prime  interest  n 
estimated  useful  life  of  1 year.  Rehabilitation  cost  is  assumed  to  increase  at  inflation  rate  of  7.1 
expenditures  relating  to  rehabilitation  is  expected  to  occur  after  the  30th  June  2013. 

5,964,393  5,497,139 

16,279,944  11,385,093 

22,244,337  16,882,232 

III  sites  used  for  waste 
kte  of  8.5%  over  an 
)%.  The  payment  of 

18.  Consumer  deposits 
Electricity 

Opening  balance 

Additional  deposits  in  the  current  year 

Guarantees  held  in  lieu  of  consumer  deposits. 


10,087,699 

1,080,186  10,087,699 

11,167,885  10,087,699 


19.  Deferred  income 


The  deferred  income  was  estimated  based  on  the  average  unit  sales  and  rate  per  unit  as  at  30 
on  the  Contour  Prepaid  Electricity  vending  system. 


Uune  2012  and  2013  based 
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Figures  in  Rand 

2013 

2012 

20.  Employee  benefit  obligations 

Reconciliation  and  projection  of  the  unfunded  accrued  liability 

Opening  balance 

(12,231,859) 

(11,704,626) 

Current  services  cost 

(1,648,596) 

(1,531,234) 

Interest  cost 

(885,059) 

(828,184) 

Acturial  gain/loss 

(609,296) 

- 

Expected  employer  benefit 

1,394,453 

1,832,185 

(13,980,357) 

(12,231,859) 

Unfunded  accrued  liability 

Projected  accrued  liability 

The  amounts  recognised  in  the  statement  of  financial  position  are  as  follows; 

13,371,052 

12,231,850 

Carrying  value 

Opening  balance 

(12,231,850) 

(11,704,617) 

Current  service  cost 

(1,648,596) 

(1,531,234) 

Interest  cost 

(885,059) 

(828,184) 

Expected  employer  benefit  vestings 

1,394,453 

1,832,185 

Acturial  (Gain)/Loss  recognised  in  profit  and  loss 

(609,296) 

- 

! 

I 

The  fair  value  of  plan  assets  includes: 

j 

Calculation  of  actuarial  gains  and  losses 

Key  assumptions  used 

I 

(13,980,348) 

(12,231,850) 

Assumptions  used  at  the  reporting  date: 

Discount  rates  used 

7.09  % 

7.66  % 

General  salary  inflation 

6.73  % 

6.24  % 

Net  effective  discount  rate 

0.33  % 

1.34  % 

I 

The  low  net  discount  rate  indicates  that  expected  salary  iflation  over  the  term  of  the  liabilities  is  j 

almost  equal  to  the  return 

earned  on  government  bonds.The  salaries  used  in  the  valuation  include  an  assumed  increase  dn  1 July  2013  of  6 84%  as 

per  the  SALGbC  Circular  No  4/2013.  The  next  salary  increase  was  assumed  to  take  place  in  Ju 

ly  2014, 

21.  Revaluation  reserve 

Opening  balance 

1,101,246,128 

655,325,337 

Change  during  the  year 

_ 

446,053,988 

Movement  for  the  year 

- 

(133,197) 

1,101,246,127  1,101,246,128 
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2013 

2012 

22.  Revenue 

Service  charges 

211,360,159 

222,324,610 

Rental  of  facilities  and  equipment 

162,944 

357,495 

Interest  earned  - outstanding  receivables 

16,356,985 

16,694,669 

Licences  and  permits 

12,197,122 

11,649,354 

Other  income 

8,251,773 

11,552,116 

Interest  received  - investment 

1,339,096 

1,495,277 

Property  rates 

28,090,803 

26,433,850 

Government  grants  & subsidies 

310,533,726 

254,267,868 

Fines 

2,618,528 

1,703,645 

The  amount  included  in  revenue  arising  from  exchanges  of  goods  or  services 
are  as  follows: 

590,911,136 

546,478,884 

Service  charges 

211,360,159 

222,324,610 

Rental  of  facilities  and  equipment 

162,944 

357,495 

Interest  earned-  outstanding  receivables 

16,356,985 

16,694,669 

Licences  and  permits 

12,197,122 

11,649,354 

Other  income 

8,251,773 

11,552,116 

Interest  received  - investment 

1,339,096 

1,495,277 

The  amount  included  in  revenue  arising  from  non-exchange  transactions  is  as 
follows: 

Taxation  revenue 

249,668,079 

264,073,521 

Property  rates 

Transfer  revenue 

28,090,803 

26,433,850 

Government  grants  & subsidies 

310,533,726 

254,267,868 

Fines 

2,618,528 

1,703,645 

23.  Property  rates 

341,243,057 

282,405,363 

Rates  received 

Residential 

24,969,389 

23,672,812 

Commercial 

9,773,979 

8,957,004 

State 

2,224,404 

2,206,612 

Less:  Revenue  forgone  (Residential) 

(8,876,969) 

(8,402,578) 

28,090,803 

26,433,850 

Valuations 

Residential 

4,424,876,619 

4,461,163,901 

Commercial 

1,134,545,968 

1,228,860,108 

State 

2,157,168,800 

1,929,719,700 

Municipal 

251,389,100 

329,748,200 

7,967,980,487 

7,949,491,909 

The  last  valuation  came  into  effect  on  01  July  2008.  A general  rate  of  0.005  (2012:  0.005)  is  applied  to  property  valuation 

(Market  Value)  to  determine  assessment  rates.  Rebates  are  granted  to  residential  and  state  property  owners.  Rates  are 
levied  on  a monthly  basis  to  property  owners.  i 

^ 
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Figures  in  Rand 

2013 

2012 

24.  Service  charges 

Sale  of  electricity 

205,020,038 

214,777,949 

Refuse  removal 

6,340,121 

7,546,661 

211,360,159 

222,324,610 

25.  Government  grants  and  subsidies 

Operating  grants 

Equitable  share 

231,457,000 

203,577,000 

VDM  electrification  grant 

1,090,401 

Electricity  efficiency  demand  side  management 

1 2,070,867 

- 

Expanded  public  works  programmes 

1,210,085 

- 

Intergrated  national  electrification  programme 

9,226,047 

3,499,924 

Finance  management  grant 

2,442,971 

1,829,725 

Municipal  systems  management  grant 

1,343,979 

800,003 

PHP  grant 

852 

6,721 

Grants  received  from  district  municipalities 

- 

1,339,313 

247,751,801 

212,143,087 

Capital  grants 

Municipal  Infrastructure  Grant  (MIG) 

62,781,925 

42,124,781 

62,781,925 

i 

42,124,781 

310,533,726 

254,267,868 

Equitable  Share 


In  terms  of  the  Constitution,  this  grant  is  used  to  subsidise  the  provision  of  basic  services  to  incjigent  community  members. 
All  registered  indigents  receive  a monthly  subsidy  of  R8, 876, 969  (2012:  R 8,402,578),  which  i^  funded  from  the  grant. 


MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2013 

2012 

26.  General  expenses 

Advertising 

321,539 

325,051 

Assets  expensed 

(1,286,141) 

24,848,377 

Auditors  remuneration 

5,361,947 

5,470,179 

Bank  charges 

719,310 

754,769 

Consulting  and  professional  fees 

4,589,610 

8,594,419 

Consumables 

2,226,702 

1,845,761 

Delivery  expenses 

1,186 

24,527 

Departmental  consumption 

461,259 

533,932 

Dumping  site 

- 

493,086 

Fuel  and  oil 

8,051,589 

7,589,461 

IT  expenses 

36,125 

40,824 

Indigent  policy 

6,690,140 

6,053,702 

Insurance 

1,898,522 

1,962,222 

Lease  rentals  on  operating  lease 

331,501 

110,467 

Levies 

1,606,735 

1,459,521 

Non  asset  iems 

1,281,834 

3,267,510 

Other  expenses 

25,894,628 

17,461,352 

Postage  and  courier 

39,767 

40,064 

Printing  and  stationery 

2,716,844 

2,819,772 

Royalties  and  license  fees 

458,438 

281,422 

Security  (Guarding  of  municipal  property) 

13,929,355 

12,241,369 

Subscriptions  and  membership  fees 

1,677,466 

563,796 

Subscriptions  and  publications 

2,368,888 

3,347,971 

Telephone  and  fax 

2,297,183 

2,364,663 

Training 

2,659,231 

1,585,256 

Travel  - local 

2,803,509 

2,820,603 

Uniforms 

378,902 

667,871 

Water  transactions  write  off 

661,116 

1,195,253 

88,177,185  108,763,200 


43 


MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 
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2012 

27.  Employee  related  costs 

Basic 

Bonus 

Medical  aid  - company  contributions 

UIF 

Other  payroll  levies 

Leave  pay  provision  charge 

Post-employment  benefits  - Pension  - Defined  contribution  plan 

Travel,  motor  car,  accommodation,  subsistence  and  other  allowances 

Overtime  payments 

Long-service  awards 

Flousing  benefits  and  allowances 

Standby  allowance 

Group  life  insurance 

119,783,468 

9,549,557 

9,661,404 

1,056,894 

54,567 

7,214,828 

25,606,923 

8,149,910 

12,198,910 

1,648,596 

219,291 

1,038,891 

484,769 

103,372,690 

9,680,707 

9,152,224 

1,024,278 

41,347 

(1,896,392) 

24,871,947 

7,036,680 

15,180,374 

1,531,234 

218,054 

1,369,301 

391,797 

196,668,008 

171,974,241 

Remuneration  of  municipal  manager 

Annual  Remuneration 

Group  life 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Travel,  motor  car,  accommodation,  subsistence  and  other  allowance 

590,000 

11,800 

170,225 

211,308 

487,333 

62,040 

324,951 

983,333 

874,324 

Remuneration  of  chief  finance  officer 

Annual  Remuneration 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Travel,  motorcar,  accommodation,  subsistence  and  other  allowance 

Other  back  pay 

380,026 

66,879 

186,472 

337,144 

70,972 

162,668 

100,253 

633,377 

671,037 

Remuneration  of  director  technical  services 

Annual  Remuneration 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Travel,  motorcar,  accommodation,  subsistence  and  other  allowance 

Other  backpay 

448,124 

92,970 

205,779 

27,255 

473,996 

96,258 

262,254 

774,128 

832,508 

Remuneration  of  director  corporate  services 

Annual  Remuneration 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Travel,  motor  car,  accommodation,  subsistence  and  other  allowance 

Other  backpay 

481,830 

91,652 

229,567 

26,781 

465,761 

86,925 

237,052 

829,830 

789,738 

Remuneration  of  director  planning  and  development 

Annual  Remuneration 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Travel,  motor  car,  accommodation,  subsistence  and  other  allowance 

Other  backpay 

481,830 

61,942 

259,278 

26,781 

465,761 

59,718 

265,699 

829,831 

791,178 
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27.  Employee  related  costs  (continued) 

Remuneration  of  director  community  services 

Annual  Remuneration 
Performance  Bonuses 

Contributions  to  DIF,  Medical  and  Pension  Funds 

Travel,  motor  car,  accommodation,  sunsistence  and  other  allowance 

Leave  payout 

Other  backpay 


28.  Remuneration  of  councillors 

Mayor 

Speaker 

Councillors 

29.  Provision  for  doubtful  debts 

Provision  for  doubtful  debt 

30.  Repairs  and  maintenance 

Repairs  and  maintenance  during  the  year 

31 . Investment  revenue 

Interest  revenue 

Bank 

32.  Interest  earned-  outstanding  receivables 

Receivables 

33.  Interest  earned-  external  investments 

Bank 

34.  Depreciation  and  amortisation 

Property,  plant  and  equipment 

35.  Finance  costs 

Finance  leases 
Current  borrowings 
Other  interest  paid 


2013 

2012 

356,889 

465,761 

- 

84,120 

45,806 

59,718 

192,120 

306,758 

27,778 

- 

25,229 

- 

647,822 

916,357 

678,925 

637,103 

549,200 

516,556 

17,242,111 

15,645,988 

18,470,236 

16,799,647 

27,934,403 

40,022,325 

14,865,252 

19,993,650 

1,339,096 

1,495,277 

16,356,985  16,694,669 


1,339,096 

1,495,277 

112,129,281 

123,095,071 

- 

5,198,093 

5,240,364 

(386,316) 

- 

828,184 

5,240,364 

5,639,961 

MAKHADO  LOCAL  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 
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Figures  in  Rand 


2013  2012 


36.  Auditors'  remuneration 

Fees 


5,361,947  5,470,179 


37.  Buik  purchases 

Electricity 


156,610,984  141,762,394 


Included  in  the  electricity  bulk  purchases  is  the  11%  which  relate  to  distribution  losses,  Makhado  Municipality  gete  billed  by 
Eskom  on  a monthly  basis  for  electricity  used/or  given  to  Makhado  based  on  readings.  Therefore  the  amount  paid  to/billed 
by  Eskom  includes  electricity  losses  and  the  losses  were  R24  902  348  (2012:  R24  902  348). 


38.  Cash  generated  from  operations 

Deficit 

Adjustments  for: 

Depreciation  and  amortisation 
Finance  costs  - Finance  leases 
Impairment  deficit 
Debt  impairment 

Movements  in  operating  lease  assets  and  accruals 
Movements  in  retirement  benefit  assets  and  liabilities 
Movements  in  provisions 
Other  non-cash  items 

Changes  in  working  capitai: 

Inventories 

Receivables  from  exchange  transactions 
Other  receivables  from  non-exchange  transactions 
Consumer  debtors 
Prepayments 

Payables  from  exchange  transactions 
VAT 

Current  portion  of  unspent  conditional  grants  and  receipts 


(29,248,877)  (136,386,556) 


112,129,281 

292,541 

27,934,403 

(1,567) 

1,748,498 

5,362,105 

(1,272,852) 

(2,231,785) 

(1,469,676) 

(13,776,842) 

(30,663,328) 

66,171 

38,468,867 

(6,945,837) 

6,019,277 


123,095,071 

5,198,093 

54,814,951 

40,022,325 

22,967 

12,231,850 

(3,171,994) 

8,080,473 

479,775 

20,618,115 

23,999,528 

(93,280,537) 

(66,171) 

9,739,195 

2,224,656 

11,750,446 


106,410,379  79,372,187 


39.  Commitments 


Authorised  capitai  expenditure 


Aiready  contracted  for 

• Infrastructure-Roads 

• Infrastructure-Electricity  supply 

• Community  halls 

• Other 


73,137,823 

3,405,647 

17,429,584 

2,345,572 


14,115,682 

28,605,399 

2,307,873 

2,292,531 


96,318,626  47,321,485 


This  committed  expenditure  relates  to  plant  and  equipment  and  will  be  financed  by  available  bank  facilities,  retained 
surpluses  and  existing  cash  resources. 

40.  Contingencies 

Litigations  is  in  process  against  the  municipality  relating  to  a dispute  with  defendants  in  the  following  cases,  should  the 
judgement  or  ruling  be  in  favour  of  the  defendants  the  municipality  will  have  to  pay  the  estimated  damages  as  indicated 
below 
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41 . Prior  period  errors 
VAT 

The  vat  balance  for  the  2012  financial  statements  has  been  restated  to  agree  to  the  South  African  Revenue  Services  vat 
statement. 

Property,  piant  and  equipment 

In  2012  errors  were  made  in  the  calculation  of  depreciation  for  property,  plant  and  equipment.  The  comparative  amount  for 
2013  has  been  restated. 

Prepaid  Eiectricity 

The  defered  income  estimate  for  prepaid  electricity  in  the  2012  financial  statements  was  not  raised,  the  effect  of  this  has 
been  adjusted  as  a prior  period  error. 

Receivables  from  non  exchange  transactions 

Water  transactions  were  included  in  the  receivables  in  the  2012  financial  year  which  were  subsequently  written  off  due  to 
the  water  service  level  agreement  with  the  district  municipality. 

Payables  from  non  exchange  transactions 

Water  transactions  were  included  in  the  payables  in  the  2012  financial  year  which  were  subsequently  written  off  due  to  the 
water  service  level  agreement  by  the  district  municipality. 

Finance  leases 

A profit  on  derecognition  of  finance  lease  was  incorrectly  raised  in  the  2012  financial  year.  Subsequently  a correction  was 
made  on  the  finance  lease  accounting  treatment  relating  to  defered  finance  charges  and  the  finance  lease  liability. 

Bank  and  Cash 

During  the  financial  year  2012  interest  earned  on  the  primary  account  was  not  accounted  for. 

The  comparative  amounts  affacted  the  accumulated  surplus  / (deficit)  as  at  30  June  2012,  and  has  been  restated  as 
follows. 

Statement  of  financial  position 

Accumulated  surplus  / (deficit)  for  the  year  as  previously  reported 

Receivables  from  exchange  transactions  decreased  with 
Property  plant  and  equipment  decreased  with 
Finance  lease  liability  decreased  with 
Bank  overdraft  decreased  with 
Payables  from  exchange  transactions  decreased  with 
Vat  payable  increased  with 
Other  Liabilities  decreased  with 
Revaluation  surplus  increased  with 

Restated  accumulated  surplus/  (deficit)  opening  balance 
42.  Comparative  figures 

Certain  comparative  figures  have  been  restated  as  per  note  41  above. 


- 622,745,321 

- (46,730,965) 

- (47,462,547) 

10,242,657 

809,340 

92,859,818 

(5,039,781) 

583,114 

(850,760) 

- 627,156,197 
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43.  Risk  management 


Liquidity  risk 

The  municipality’s  risk  to  liquidity  is  a result  of  the  funds  available  to  cover  future  commitments.  The  municipality  manages 
liquidity  risk  through  an  ongoing  reviev\/  of  future  commitments  and  credit  facilities. 

Cash  flow  forecasts  are  prepared  and  adequate  utilised  borrowing  faciiities  are  monitored. 

The  table  below  analyses  the  municipality's  financial  liabilities  and  net-settled  derivative  financial  liabilities  into  relevant 
maturity  groupings  based  on  the  remaining  period  at  the  statement  of  financial  position  to  the  contractual  maturity  date.  The 
amounts  disclosed  in  the  table  are  the  contractual  undiscounted  cash  flows.  Balances  due  within  12  months  equal  their 
carrying  balances  as  the  impact  of  discounting  is  not  significant. 


At  30  June  2013 

Borrowings 

Finance  lease  liability 

Trade  and  other  payables 


Less  than  1 
year 

2,020,668 

3,373,337 

107,942,402 


Between  1 and  Between  2 and 
2 years  5 years 

7,126,549 

17,656,286 


Over  5 years 


At  30  June  2012 

Borrowings 

Finance  lease  liability 

Trade  and  other  payables 


Less  than  1 Between  1 and  Between  2 and 
year  2 years  5 years 

1,807,413  2,020,667 

2,269,154  - 21,306,289 

242,013,137 


Over  5 years 

8,225,193 

10,555,757 


Credit  risk 

Credit  risk  consists  mainly  of  cash  deposits,  cash  equivalents,  derivative  financial  instruments  and  trade  debtors.  The 
municipality  only  deposits  cash  with  major  banks  with  high  quality  credit  standing  and  limits  exposure  to  any  one  counter- 
party. 

Trade  receivables  comprise  a widespread  customer  base.  Management  evaluated  credit  risk  relating  to  customers  on  an 
ongoing  basis.  If  customers  are  independently  rated,  these  ratings  are  used.  Otherwise,  if  there  is  no  independent  rating, 
risk  control  assesses  the  credit  quality  of  the  customer,  taking  into  account  its  financial  position,  past  experience  and  other 
factors.  Individual  risk  limits  are  set  based  on  internal  or  external  ratings  in  accordance  with  limits  set  by  the  board.  The 
utilisation  of  credit  limits  is  regularly  monitored.  Sales  to  retail  customers  are  settled  in  cash  or  using  major  credit  cards. 
Credit  guarantee  insurance  is  purchased  when  deemed  appropriate. 


44.  Fruitless  and  wasteful  expenditure 


Opening  balance 

Fruitless  and  wasteful  expenditure  current  year 

1,100,631 

1,485,480 

930,235 

170,396 

2,586,111 

1,100,631 

45.  Irregular  expenditure 

Opening  balance 

Add:  Irregular  Expenditure  - current  year 

33,990,918 

5,321,649 

821,257 

33,169,661 

39,312,567 

33,990,918 
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46.  Additional  disclosure  in  terms  of  Municipal  Finance  Management  Act 

Contributions  to  organised  local  government 

Opening  balance 
Current  year  subscription 
Amount  paid  - current  year 
Amount  paid  - previous  years 


Audit  fees 

Current  year  audit  fee 
Amount  paid  - current  year 


PAYE  and  UIF 

Current  year  payroll  deductions 
Amount  paid  - current  year 


Pension  and  Medical  Aid  Deductions 

Current  year  payroll  deductions  and  council  contributions 
Amount  paid  - current  year 


VAT 

VAT  payable 


2013 

2012 

520,996 

1,633,296 

1,628,296 

(1,633,296) 

(1,628,296) 

- 

(520,996) 

. 

5,361,947 

5,470,171 

(5,361,947) 

(5,470,171) 

28,139,324 

25,497,575 

(28,139,324) 

(25,497,575) 

. 

50,913,978 

46,690,015 

(50,913,978) 

(46,690,015) 

■ 

- 

4,008,815 

10,954,652 

All  VAT  returns  have  been  submitted  by  the  due  date  throughout  the  year. 
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46.  Additional  disclosure  in  terms  of  Municipal  Finance  Management  Act  (continued) 


Councillors'  arrear  consumer  accounts 

The  following  Councillors  had  arrear  accounts  outstanding  for  more  than  90  days  at  30  June  2013: 


30  June  2013 


Underwood  KG 
Nemafhohoni  N 
Wilson  LE 
Malima  E 
Chililo  NF 
Mahladisa  SV 
Ahmed  MO 
Baloyi  SR 
Mboyi  MD 
Ngobeni  NE 
Mamafha  TJ 
Kennealy  MD 
Mathoma  MP 


30  June  2012 


Underwood  JP 
Jooma  ZA 
Nemafhohoni  MG 
Malange  TM 
Malima  ME 
Mathavha  FIF 
Mathoma  MP 
Mamatsiara  MS 
Mukhari  MF 
Mahlalisa  SV 
Ahmed  MO 
Baloyi  SR 
Mutavhatsindi  FD 
Ngobeni  NE 
Mboyi  MD 
Selepe  MR 
Mboyi  MD 
Mashau  TR 
Kennealy  A 


Outstanding 

Outstanding 

Total 

less  than  90 

more  than  90 

R 

days 

days 

R 

R 

1,290 

- 

1,290 

498 

668 

1,166 

2,588 

- 

2,588 

69 

1,416 

1,485 

131 

3,981 

4,112 

667 

2,973 

3,640 

7,040 

(25) 

7,015 

398 

12,769 

13,167 

29,106 

- 

29,106 

408 

(45) 

363 

631 

5,491 

6,122 

6,124 

2,611 

8,735 

1,404 

21,732 

23,136 

50,354 

51,571 

101,925 

Outstanding 

Outstanding 

Total 

less  than  90 

more  than  90 

R 

days 

days 

R 

R 

1,187 

- 

1,187 

385 

30,782 

31,167 

234 

995 

1,229 

1,761 

- 

1,761 

279 

2,981 

3,260 

335 

4,070 

4,405 

246 

3 

249 

123 

- 

123 

56 

1,060 

1,116 

500 

12,910 

13,410 

3,507 

- 

3,507 

460 

16,059 

16,519 

131 

- 

131 

1,177 

- 

1,177 

470 

- 

470 

1,916 

- 

1,916 

427 

5,568 

5,995 

116 

- 

116 

3,139 

8,295 

11,434 

16,449 

82,723 

99,172 

During  the  year  the  following  Councillors’  had  arrear  accounts  outstanding  for  more  than  90  days. 

30  June  2012 

Flighest 

Aging 

outstanding 

(in  days) 

Mathoma  MP 

amount 

21,732 

90 

Kennealy  MD 

2,611 

90 

Baloyi  SR 

12,769 

90 

Mamafha  TJ 

5,491 

90 
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46.  Additional  disclosure  in  terms  of  Municipal  Finance  Management  Act  (continued) 

Mahlalisa  SV 
Chililo  NF 
Malima  E 


2,973 

90 

3,981 

90 

1,416 

90 

50,973 

630 

47.  Events  after  the  reporting  date 

There  were  no  events  after  reporting  date  (30  June  2013),  known  to  management  that  can  lead  to  signaficant  changes  in 
the  statement  of  financial  position  in  future. 


48.  Unauthorised  expenditure 


Opening  balance 
Current  year 


24,702,467 
- 124,208,021 

^ 148,910,488 


49.  Reconciliation  between  budget  and  statement  of  financial  performance 

Reconciliation  of  budget  surplus/deficit  with  the  surplus/deficit  in  the  statement  of  financial  performance: 

Net  deficit  per  the  statement  of  financial  performance  (29,248,877)  (136,386,556) 

50.  Reconciliation  between  budget  and  cash  flow  statement 

Reconciliation  of  budget  surplus/deficit  with  the  net  cash  generated  from  operating,  investing  and  financing  activities: 


Operating  activities 

Actual  amount  as  presented  in  the  budget  statement 
Timing  differences 

Net  cash  flows  from  operating  activities 
Investing  activities 

Actual  amount  as  presented  in  the  budget  statement 
Timing  differences 

Net  cash  flows  from  investing  activities 
Financing  activities 

Actual  amount  as  presented  in  the  budget  statement 
Timing  differences 

Net  cash  flows  from  financing  activities 
Net  cash  generated  from  operating,  investing  and 

51.  Utilisation  of  Long-term  liabilities  reconciliation 

Long-term  liabilities  raised  9,147,217  12,053,274 

Long-term  liabilities  have  been  utilized  in  accordance  with  the  Municipal  Finance  Management  Act.  Sufficient  cash  has  been 
set  aside  to  ensure  that  long-term  liabilities  can  be  repaid  on  redemption  date. 

52.  Actual  operating  expenditure  versus  budgeted  operating  expenditure 

Refer  to  Appendix  A for  the  comparison  of  actual  operating  expenditure  versus  budgeted  expenditure. 


80,229,048 

26,181,331 

106,410,379 


(22,671,649) 

(63,981,365) 

(86,653,014) 


(42,454,583) 

37,801,821 

(4,652,762) 

financing  activities  15,104,603 
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53.  Deviation  from  suppiy  chain  management  reguiations 

Paragraph  12(1)(d)(i)  of  Government  gazette  No.  27636  issued  on  30  May  2005  states  that  a supply  chain  management 
policy  must  provide  for  the  procurement  of  goods  and  services  by  way  of  a competitive  bidding  process. 

Paragraph  36  of  the  same  gazette  states  that  the  accounting  officer  may  dispense  with  the  official  procurement  process  in 
certain  circumstances,  provided  that  he  records  the  reasons  for  any  deviations  and  reports  them  to  the  next  meeting  of  the 
accounting  officer  and  includes  a note  to  the  annual  financial  statements. 

The  following  is  the  quotation  and  tender  deviation  for  the  year  as  approved  by  the  Accounting  Officer.  The  reasons  for 
these  deviations  were  documented  and  reported  to  the  accounting  officer  who  considered  them  and  subsequently  approved 
the  deviation  from  the  normal  supply  chain  management  regulations. 

Quotation  deviations  for  the  2012/2013  financial  year  in  terms  of  the  Supply  Chain  Management  Regulations 
amounted  to  R 3 729  889. 


Below  is  a table  with  tender  deviations  for  the  2012/2013  financial  year. 


Tender  Deviation  For  2012/13 
Financial  Year 

Service  Provider 

Date 

Description  of 
items 

Motivation 

Department 

Amount 

SKC  Masakhiwe  Engineers  (Pty) 

Ltd 

09/01/2013 

Engineers  for 
development  of 
new  landfill  site 

The  service 
provider  had 
already  done 
preliminary 
designs  of  the 
site  and  effort  to 
get  engineers 
failed  through 
tender 

Technical 

278,640 

Musanda  Chartered  Accountants 

15/02/2013 

Compilation  of 
Interim  Annual 
Financial 
Statements  and 
AG  queries 

Continuation  of 
the  work  done 
the  previous 
financial  year 

Finance 

620,000 

PWC 

15/03/2013 

Finalisation  of 
asset  register 

Continuation  of 
the  work  done 
the  previous 
financial  year 

Finance 

693,120 

1,591,760 

54.  Budget  differences 

Material  differences  between  budget  and  actual  amounts 

The  excess  of  actual  expenditure  over  the  final  budget  of  15%  (25%  over  approved  budget)  for  the  Health  function  was  due 
to  expenditures  above  the  level  approved  by  legislative  action  in  response  to  the  earthquake.  There  were  no  other  material 
differences  between  the  final  budget  and  the  actual  amounts. 


52 


MAKHADO  LOCAL  MUNICIPALITY 
Appendix  A 

June  2013 


CO 

o 

0) 

c 

3 


o 

CO 

4-) 

(TS 

(A 

(0 

(A 

c 

(0 

o 

■<5 

c 

<D 

4-< 

X 

(U 

o 

0) 

3 

TJ 

0) 

£ 

O 

(0 


gc 

aj  o 

rot 

= S 

o o- 


1 - 
fc  t 
3 o 
O a. 


« a, 

« C CO 

03" 

iS  o 
<0  eo 
OQ 


■O  !C 
E c 

ll 
0)  ■ 
ck: 


O).! 

c ' 


5 % 


; £ . 


■o  ^ 

® 4s  -o 

> O 

0).S 

O c ^ 

O 0) 

« ^ a 

0= -o 


m a, 

0>  C CM 
0 3?: 
5 “)  o 
iS  o 
<5  «*o 

ca 


a> 

E 

^ c; 

o E 

-I  5 


CO 

' ^ 

CO 

0 

a 

Ml 

o> 

in 

o> 

Ml 

Ranc 

CN 

O) 

CO 

CO 

r- 

CD 

CM 

co' 

CM 

CD 

CM 

in 

h-' 

1 

00 

CO  ' 

CO 

I 

00 

CD 

CD 

00 

CO 

CO 

00 

CD 

CD 

c 

<Q 

o' 

<N 

0 

0 

CM 

0 

0' 

CM 

0 

0 

CM 

0 

cm' 

CM 

cm' 

cm" 

00  CO 

CO 

CO 

CO  •«- 

0 

CM 

CM 

CM 

C 

<Q 

0'  cm' 

CM  O) 

CO 

hT 

1^' 

0 CO 

r^ 

cm'  10' 

of 

of 

of 

*0  Tl 

CO  T- 
T-  0 
CM 

CO 

in 

CO 

Ml 

0^ 

h- 

in 

0 

u> 

0 

.2  c 

k.  m 

r--“  o‘ 
0 0 

oo' 

a> 

CD 

0 

co“ 

0 

CD 

0 

0> 

00^  00 

CM 

CD 

o> 

CM 

cm' 

cm" 

■0 

1 1 

■ 

1 

1 

1 

c 

(0 

0^ 

O) 

00  CO 

in 

h- 

0 "M- 

CM 

CM 

CM 

c 

oo'  cm" 

cm' 

CO 

co" 

CO 

(0 

CM  O) 

CO 

U) 

10 

u> 

00  T- 

0 

0 

0 

0 

co'  co’ 

cm' 

CM 

cm" 

CM 

o 

o 

o 


Page  53 


MAKHADO  LOCAL  MUNICIPALITY 

Appendix  E(1) 

June  2013 


Actual  versus  Budget(Revenue  and  Expenditure)  for  the  year  ended  30  June 

2013 


Revenue 

Property  rates 
Service  charges 

Government  grants  & 
subsidies 

Rental  of  facilities  and 
equipment 

Interest  received  (trading) 
Licences  and  permits 
Other  income 
Interest  received  - 
investment 
Fines 


Expenses 

Personnel 
Remuneration  of 


Current  year 
2012 

Act.  Bal. 

Rand 

Current  year 
2012 
Adjusted 
budget 
Rand 

Variance 

Rand 

Explanation  of  Significant  Variances 
greater  than  10%  versus  Budget 

Var 

28,090,803 

27,990,352 

100,451 

0.4 

211,360,159 

227,168,768 

(15,808,609) 

(7  0)  Wster  transactions  revenue  not  accounted  for  as  a 
^ ‘ ^ result  of  the  splitting  of  financial  systems. 

310,533,726 

237,734,000 

72,799,726 

30  6 difference  is  due  to  recognition  of  revenue  of 

conditions  met  from  conditional  grants. 

162,944 

188,728 

(25,784) 

(1 3 7)  rental  of  municipal  facilities  than  anticipated. 

16,356,985 

18,242,040 

(1,885,055) 

(10.3) 

12,197,122 

10,507,010 

1,690,112 

16.1 

8,277,161 

8,795,241 

(518,080) 

(5.9) 

1,339,096 

562,261 

776,835 

1 38  2 Increased  interest  from  call  account  and  primary 

account  and  timing  differences  on  compilation  of  the 
adjustment  budget. 

2,618,528 

2,759,637 

(141,109) 

(5.1) 

590,936,524 

533.948,037 

56,988,487 

10.7 

(196,668,008)(199,916,418)  3,248,410  (1.6) 

(18,470,236)  (18,229,497)  (240,739)  1.3 


councillors 
Depreciation 
Impairments 
Finance  costs 

Debt  impairment 


(1 1 0,068,253)(1 30,000,000) 
(292,541) 

(6,533,387)  (733,675) 

(27,934,403)  (47,000,000) 


1 9 931  747  (15.3)  Increased  for  budget  to  cover  revaluation  of  assets. 
(292!541) 

(5  799  712)  790  5 Increase  finance  cost  due  to  correction  of  errors  on 
' ' ' finance  leased  assets. 

1 9 065  597  (40  6)  Reduced  movement  on  provision  than  budgeted  for  as 
' ' ' a result  of  basis  of  provision  for  bad  debts  made. 


Repairs  and  maintenance 
- General 

Repairs  and  maintenance 
Bulk  purchases 
General  Expenses 


(14,627,756)  (15,640,332)  1,012,576 

(155,817,747)(150, 882,839)  (4,934,908) 

(94,584,944)(249,156,622)  154,571,678 


(6.5) 

3.3 

(62  0)  Capitalisation  of  assets  on  the  capital  budget  and 
' ' ' under-expenditure  on  other  operational  expenditures. 


(624,997,275)(81 1,559,383)  186,562,108  (23.0) 

Net  surplus/ (deficit)  for  (34,060,751  )(277, 61 1,346)  243,550,595  (87.7) 
the  year 
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